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ABSTRACT 

_ Educatiph is an ecbhbmically and socially productive 
investment. Therefore, the educatibnal systems in developing 
countries must cbhtinue to imprcve in quality, in efficiency, and in 
equality of opportunity if they are to cbhtinue serving as important 
instruments for improving the hatibhal ecbnomy* Yet, budgetary 
austerity tightens the public purse-strihgs> ever increasing 
school-age populations stretch these dwihdlihg resburces, and other 
social and economic factors present cpmpelling competition fbr the 
same funds. The hea^r^ subsidization of education implicit in 
traditional policy — especially of higher education at the expense of 
primary schooling— with its concomitant ecbnomic ihef f iciehcit^s and 
inequities is no longer appropriate. Supported by empirical evidence, 
this bookexamines the potential ef fee of policy alterhatives in 
several areas of education financing and management: (1) The 
contribution of private financing and selective user changes, 
especially in higher education , and reallocation of public spend ihg; 
(2)_Seiectiye student loan and scholarship p^ in higher 

education; and (3)_Decentraii2at ion and role of private and cbmihuhity 
schools, implementation of these policies may be difficult because of 
conflicts with traditional educational and political philosophies, 
and established administrative institu^ are statistical 

tables, case studies, instances of reform, and a bibliooraphy • 
(KWt) 
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Education is an economically and socially produc- 
tive investment. In many developing countries, it is 
financed and provided predomiriaritly by the gov- 
ernment. The expansion of education therefore de- 
pends on fiscal resources. In recent years, however, 
adverse macroeconomic conditions and keen inter- 
sectoral competition for public furids have reduced 
most gbverrirhehts' ability to continue expanding 
education. At the same time, the potential contri- 
butions of households are limited by the current 
financing arrangements. The results are Underih- 
vestmeht in education and an untapped willingness 
of households to pay for education. In countries 
where the population is growing rapidly, enroll- 
ment ratios, particularly in primary schools, might 
even decline and thus reverse achievements in the 
development of education. 

The current financing arrangements also result 
in the misallocation of public spending on educa- 
tion. There is evidence, deriving from the effect of 
schooling On earnings and productivity, that in 
many countries the average dollar invested in pri- 
mary education returns twice as much as the one 
invested in higher education. Yet governments in 
these countries heavily subsidize higher education 
at the expense of primary education. In higher edu- 
cation, investment in some specializations yields 
better returns than in others, but public spending is 
iiot distributed accdrdirigly. As a result, too many 
graduates are produced in some fields while 'here 
is a shortage in other fields. 

Evidence also suggests that resources are not be- 
ing used in schools as efficiently as they might be. 
In many developing countries, public spending is 
cb:^nneled to schools according to standard fund- 
ing rormulas that do little ro encourage efficient 



use. Staffing rules, pay scales, and allocations for 
other school inputs are fixed so that school princi- 
pals have little budgetary leeway. And often, too 
little is spent on these other inputs relative to 
teachers' salaries. Similarly, school principals have 
little flexibility to adapt centrally set norms (re- 
garding teachers' qualifications, curricula, text- 
books, timetables, and so forth) to suit local condi- 
tions. This problem is reinforced by the lack of 
competition between schools: because school man- 
agers are only remotely accountable to students 
and their parents^ they have little incentive to find 
the most cost-effective way to provide the type of 
education families desire. 

Offering across-the-board subsidies to students 
of all academic and economic backgrounds is ineq- 
uitable as well as inefficient. Although many coun- 
tries provide free education, talented students from 
poorer homes still find it hard to enroll berause 
they cannot afford to forgo income or to pay for 
textbooks, transport, uniforms, and incidentals. 
The lack of a credit market for education makes 
this problem worse. Since poorer students cannot 
borrow against their future income to finance their 
current education, many have to drop out. Often, 
their places are taken by others who are less moti- 
vated and less prepared academically. 

Some Policy Options 

This book examines three broad policy options 
that could remedy the above probiems. It is argued 
that they wbUld result in ah increase of resources 
flowing to education, improve their use, and en- 
sure more equitable access to -ichooling. Although 
the suggested reforms need to be phased in gradu- 
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ally, and their specific coriteht will differ among 
countries^ the package includes three elements: 

• Recdveririg the public cost of higher education 
and realldcatirig government, speiiding on educa- 
tion toward the lev-1 with the highest social re- 
turns 

• Develdpirig a credit market for education, to- 
gether with selective scholarships, especially in 
higher educatidri 

• Deceritralizirig the management of public edu- 
cation and encduraging the expansion of private 
and community-supported schools. 

Reco vering Costs and ReMoca ting Resources 

Fees cduld be iritroduced or increased for higher 
education. In countries where students receive tui- 
tion-free higher education and aildwarices for liv- 
ing expenses, a useful first step would be to reduce 
these aildwarices and to restrict them to low-in- 
cdriie students. A second step would be to charge 
tuition to recover at least part of the cdst df pro- 
viding higher educatidn. Giveri the excess demand 
for higher educatidri, these charges would generate 
substantial revenues without reducing enroll- 
merits. In some countries, the present pattern df 
public spending on secondary educatidri also gen- 
erates inefficiencies arid sdcial inequities. Pepend- 
ing on Ideal coriditibns, a policy of increased cost 
recovery in secondary schools might be justified. 

The fiscal resources thus raised shdUld be reiri- 
vested where the sdcial returris are highest. In gen- 
eral, they shdUld be reinvested in education be- 
cause the social payoffs to additional investments 
are at least comparable with the returns to alterna- 
tive investments in physical capital and social in- 
frastructure. Retairiirig the resources in the educa- 
tidri sector would also make the most sense 
politically: cost-recovery policies are generally un- 
popular with the public. Unless their f5blitical costs 
are balanced by the prospect of more funds for 
educatibri, riiinistries of education would probably 
be reluctant to accept such policies. 

Within the education sector, the social profit- 
ability of additional irivestriients will differ by level 
of educatidri. In many countries, parcicularly 
where pririiary^ school enrollments are low, such as 
^"i'/^.^A^^^" Africa, expandirig F)rimary educa- 
tion or possibly raising its quality would yield the 
highest social payoff. In some other countries, even 
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if primary educatibri is ribt Universal, it might be 
profitable to expari.d secondary education as well 
as selected: fields in higher education; This is partly 
because when coverage at the primary level is ex- 
tended to a geographically arid acaderiiically di- 
verse populatidri, the uriit cost tends to rise and the 
riiargirial returris tend to fall. In such situations, it 
would be efficient to use some of the extra funds td 
expand primary schooling, but alldcate the rest for 
expanding pdstprimary education. Finally, in 
cdUritries— such as some in Asia and tatin Amer- 
ica—where pnmary education is universal and df 
high quality, most of the extra funds could be rein- 
vested in secondary educatidri and specific fields of 
higher educatidri. 

With increased cost recovery in higher and pos- 
sibly secondary education, the econonly's tdtal 
(public and private) resources fdr education would 
increase. At the same tiriie^ this policy would per- 
riiit a re allocation of public spending toward the 
levels and types of education with the highest sb- 
cial returns. The shift toward greater private fi- 
nancing would iriiprbve the quality of student se- 
lectibri arid student performance because students 
u^buld have a greater financial stake in their stud- 
ies. This policy would alsj improve equity if the 
extra funds ate used tb exparid education at the 
lower levels, where the lower-income groups are 
mbst widely represented. In conjunction with in- 
creased cost recovery, selective scholarships cbuld 
be used to protect the access to postprimary educa- 
tion among talented studerits from poor families. 

Providing Loans and Selective Scholarships 

In higher educatibri, it wbuld be desirable to com- 
pleriierit the shift toward greater private financing 
with th^ provision of widely available student 
loans and a limited number bf selective schblar- 
ships. Loans enable studerits tb finance their cur- 
rent studies against future income. Thus selection 
into higher education would not be limited to ap- 
plicants with the necessary funds at the tiriie bf 
enrollment. To avoid this selectibri bias, the gov- 
ernment cbUld f5rovide scholarships ample enough 
tb firiarice tuition as well as living expenses. But 
such a generoiis scholarship scheme is not sUstairi- 
able in the long run: over tiriie, as an increasing 
number bf lower-income studerits enroll in higher 
education, its fiscal cost becomes prohibitive. Thus 
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a better cbmplemerit to increased cost recovery is 
widely: available student loans, coupled witH selec- 
tive scholarships that are aw^arded on the Basis of 
economic need and academic potential; Such a 
package provides performance incentives to ail 
students in higher education and. also helps ease 
the financial burden of students from poor fami- 
!ies; 

By enabling students and their families to fi- 
nance current studies but of future iricomej student 
loans encourage educational investments. If the re- 
turns to higher education are high, the availability 
of student loans will increase the demand for 
higher education. In turn, increased demand will 
further increase the flow of private resources into 
education through tuition charges. 

Experience with education loans in developing 
countries is limited, and establishing effective 
schemes will take time. Cbllectibn cbsts are likely 
to be high, at least initially, and default rates may 
also be substantial. Usually, governments must 
provide or guarantee funds for loan programs 
since the risk arid cbst bf lending tb students may 
be too large for private banks to absorb without 
prohibitive interest charges. Although many gov- 
ernments have subsidized student loans, this prac- 
tice impairs the long-term finaricial viability bf stu- 
dent loan schemes^ and it is less efficient than, say, 
direct grants to individuals. In countries with col- 
lection problems, an alternative might be repay- 
ment in kind through riatiorial service. 

In secondary education, loan schemes are proba- 
bly less feasible because of the difficulty of admin- 
istering a large number of relatively small loans. 
Thus a policy of increased cost recovery should be 
accbmpanied by a selective scholarship scheme. 
Because tuition and living expenses are usually 
much lower in secondary than in higher education, 
the government can sustain a substantial program 
bf selective scholarships to the needier students 
even if the student pbpulation is large. 

£)eceniraJizing AtnTiBgew ^nt 

Iri many develbpirig couiitrieSj puulic school man- 
agement is highly centralized, and the government 
restricts the operation of community-run and pri- 
vate schools. Such restrictions range from outright 
prbhibition tb strict contrbl over fees^ curricula, 
teachers' qualifications and salaries, and accredita- 



tibh, When consistent with political systems, pro- 
hibition of private schools might be relaxed. Other 
restrictions on the administration and firiancirig bf 
bbth Ibcal arid private schbbls should be assessed 
to increase efficiency. Some oversight may be 
needed tb thwart fraudulent operators, maintain 
standards, and promote national unity. But bverly 
stringent cbritrbis discburage cbmmuriity-ruri arid 
private schools from contributing tb educational 
development. Easing these controls mobiiizes addi- 
tional private and local resources for education 
without excessively increasirig the gbverrimerit's 
fiscal burderi. 

Greater decentralizatibn, including more leeway 
for private and community schools, would also im- 
prove efficiency within schools by encouragirig 
greater cbmpetitibn ambrig them. If cbmpetitibn 
iricreases^ riiore educatibrial services wbuld be of- 
fered, cbsts would fall, and parents and students 
would have a wider choice of schools. Within the 
school, efficiency would increase with managerial 
accburitability. 

These pblicy reforms suggest a need to relax, not 
abrogate, central government authority. First, for 
newly emerging natioris where riatibrial uriity is 
still fragile^ fairly rigid standards regarding curric- 
ula may be needed. Second, decentralization, 
whether through private, community, or local 
public schools, gives parents and students a greater 
rble iri chbbsirig the quality arid type of education 
they want and the means of delivery. To choose 
wisely, they must have information about educa- 
tic.^al alternatives. An important role for the cen- 
tral authorities wbuld be tb prbvide this inforriia- 
tibri. They could, for example, display the results 
of common systemwide examinations or withhold 
accredj'tation for noncoinplying schools (without 
necessarily proriihitirig their bperatibri). In second- 
ary and higher education, it may be useful to pro- 
vide the results of tracer studies across schools to 
show what types of jobs graduates obtain. 

Effects bf the Pblicy Package 

As table 1 shows, charging tuition for higher edu- 
cation without reinvesting the revenue in educa- 
tion will imprbve studerit selectibri and equity. 
Since iri riibst cbuntries students enrolled in higher 
education belong to the higher-income groups, tui- 
tion charges will increase the financial stake of 



Table 1. Cumuiative Effects o f Refo rms 



huprdved Vfficieftcy 
^W':^'^^^ o f scho ols 

resource 

p ^^ore funds alfocajipti across hi using Irt seiecUng 

~ - ^ ^^''^y education educational levels schooi inputs students Equity^ 

Keeping the present system 0 0 0 n h 

Charging tuition for higher education (bat not 

reinvesting in education) 0 q 0 + 

Sp^"4*ng tbei extra revenue on all levels 

of educr.tion + q q 

^P^^'^'ng fbe extra revenues on lower levels 

. of education . . 4: 4: ^ ^ 

Intrdducing loans (and selective grants) for higher 

education 4- + + -f-f q 

^^^^"^^'^J^'^'ng "i.snagement and encouraging ^ 

co mmun ity and private schools ± + + + + + + + • -f + + 

Note: 0 indicates no effect; the number of indicates the relative strength of positive effects: ~ ~ 



these students and their families in education, thus 
encouraging more talented and motivated students 
to enroll. Dropout among qualified students from 
poor families can be mitigated by coup)ling the tui- 
tion increase with a selective scholarship scherne: 
On balance, equity will be enhanced, unless the 
government favors higher-income groups in spend- 
ing the revenue from increased fees. 

If the extra revenue from charging tuition for 
higher education is spent on education at all levels 
in the same proportions as Before, the policy re- 
form will increase the total resources flowing to 
education but will not improve resource allocation 
within education or efficiency within schools. 

If the revenue from tuition is spent for the lower 
levels of education, particularly primary educa- 
tion, the positive effects will be greater.. First, the 
total resources going to education will further in- 
crease because public spending on primary educa- 
tibh mobilizes supplementary private resources. 
Second, resource allocation will improve because 
returns at the lower levels of schooling are higher. 
Third, equity vvill improve because additional pri- 
mary school enrollees will come from income 
groups lower than those of the average students at 
higher and secondary levels. 

Intrdducing loans for higher education adds 
benefits on almost all counts: Loans mobilize more 
resources for higher education by tapping gradu- 
ates' future earnings, even when default rates and 
idministrative costs of loan schemes are high. 



They improve resource allocation because students 
will tend to enroll in the courses with the highest 
returns. And when augmented by selective scholar- 
ships, loans improve student selection and equity 
by allowing talented studehts from poor families 
to compete for places in higher education. 

Decentralizing management and encouraging 
community and private schools also mobilize more 
resources for education from families and other 
local sources. But this policy's most important 
cdritribUtibn is improved efficiency through in- 
creased competition among public schools and be- 
tween private and public schools. 



Policy Implementation 

The policy package suggested here can have sub- 
stantial beneficial effects on efficiency and equity 
in both the short run and the long rUri. But its 
implementation will not be easy, at least in some 
countries. There are three main reasons for this 
difficulty, First, the suggested policies go against a 
long-estabUshed tradition of free education. Sec- 
ond, some of the policies may conflict with a coun- 
try's political regime; for example, encouraging 
the private sector inight not be acceptable in a so- 
cialist country. Third, the institutional limitations 
in a country may mean that administering some of 
the proposed policies, such as launching a student 
loan scheme, would be difficult. 
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To facilitate the pjDlitical arid especially the iri.sti- 
tutibnal aspects of implementation, the policy 
package coald Be phased, with priority given to 
policy reforms that have the lowest administrative 
and political costs. The sequerice and timirig of 
steps will vary from country to country. In some 
countries the entire package of proposed policies is 
not likely to be fully Implemented; For example, 
full recovery of student loans is unlikely for several 
reasons: default, dropout, repetition^ temporary 
unemployment, and unexpectedly low earnings of 
graduates. But even if recovery were only partial, 
these policies are a significant inrtpfdvement over 
the preserit situation in which students in higher 
education contribute little or nothing to the public 
cost of their education. Moving in the right direc- 
tion — by beginning to reform the financing of edu- 
cation— is better thari continuing the existing situ- 
ation in most countries. If the efficiency and equity 
gains from the policy reforms are large enough, 
governments can find ways to overcome political 



opposition and iriiplement the package most ap- 
propriate to the country's conditions; 

Need for Further Arialysis 

In many developing countries, changes in the fi- 
nancing of education along the iiries suggested here 
will improve efficiency and equity. More analytical 
work is nevertheless needed to design policies ap- 
propriate to individual country conditions. Focus 
on the following questions would be especially 
helpful in this regard: 

• What are the major sources of inefficiency in 
the current system of providing and financing of 
education? 

• How sociaily equitable are the preserit financ- 
ing arrangements.^ 

• What are the possibilities for recovering costs? 
How willing are parents and students to pay? 
What is the likely magnitude of the extra reveriue? 

• How can alternative financing arrangements 
improve efficiency and equity? 
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Education is widely accepted as a major instru- 
ment for promoting socioeconomic developrxient, 
and education expenses are often the most impor- 
tant item in devejoping countries' budgets. Yet in 
most countries, education is not contributing all it 
can to developmient. The four major reasons are 
underinvestment in education as a wholcj misallb- 
cation of resources among schooling levels, the in- 
efficient Use of resources within individual schools, 
and inequality in the distribution of educational 
costs and benefits among various income groups. 

This book identifies a common thread in man^ 
of these problems: current arrangements for fi- 
nancing and providing education. Today, most 
countries' educational systems are characterized 
by substantial subsidies' per student (ambUnting 
to almost free education) at all levels of public 
schobling^ particularly at the university level; cen- 
tralized financial and administrative arrangements 
that restrict the operations of private and commu- 
nity schools; and limits on the availability of stu- 
dent loans or credit. These arrangements reflect the 
need to develop a skilled work force and to incul- 
cate national values. Often, education has been 
perceived as benefiting society more than individ- 
uals: the externality argument. For example, forg- 
ing national unity is a critical social objective for 
many developing countries, especially in the imme- 
diate postindependence period. Curricula are often 
designed to instill a sense of civic duty and to 
spread common social mores, ideologies, and lan- 
guages. Literacy and numeracy also facijitate sd- 

1. Subsidy is defined as tfie difference between the long- 
run cost of the service to the government and the price 
charged to students and their parents: 




cial and economic transactions, including the col- 
lection of taxes that finance the provision of public 
goods. The benefits of these activities accrue not so 
much to any single person but to society at large. 
Also, the acquisition of literacy and numeracy has 
been considered a basic human need, especially for 
those who cannot afford primary schooling: the 
equity argument. For these and other reasons^ gov- 
ernments have tended to provide and subsidize ed- 
ucational services. Because subsidies have kept the 
private cost of education low, student loans have 
not been considered necessary. 

The equity and externality arguments are indeed 
valid^ particularly as applied to the lower levels of 
education^ ^hat economists call market failures 
may affect the education sector and justify govern- 
ment's continued role. But as this book confirms, 
the scope and nature of government involvement 
can be changed to improve efficiency and even 
equity. 

Underirivestinerit in Education 

What are the trends in the flow of resources into 
education ? Compared with the previous five years, 
the average rate of growth of real public expendi- 
ture on education in developing countries declined 
between 1970 and 1980. Between 1975 and 1980, 
the most recent well-documented period^ this rate 
was lower than national income growth for over a 
third of a sample of fifty-five developing countries 
(see appendix table i). Meantime, growth of the 
schooKage population is still high, at least in the 
poorest regions. 

This trend in public expenditures on education 
reflects two mutually leinforcing factors: the de- 
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Table 2. Public Spending on Educatibri 
as a Share of the Public Budget, 

Major World Regions, 1965-80 

{ pi*mm) 













Region 


1965 


1970 


1975 


19S0 


Africa 


16.0 


16.4 


15.7 


16.4 


Asia 


14.2 


13.1 


12.2 


12.7 


fcatin America and Caribbean 


18.7 


18.9 




15.3 


Europe^ Middle East, and 










_ North Africa 


12.4 


12.5 


11.5 


12.2 


Developing countries 


16.1 


15.8 


14.5 


14.7 


Developed countries 


16.0 


15.5 


14.1 


13.7 



Note: Public expenditure oh education includes capital and re- 
currerit costs (see Unesco definitions. Statistical ^^Moqk). Mean 
jjercenjages were calculated only from countries with data for all 
four periods. 

Source: Appendix table 3. 



cline in many countries of overalj public budgets in 
real terms in the wake of the two major world 
recessions of 1974-75 and 1980-83 and the large 
proportion of the government budget devoted to 
education (<:2e appendix table 2). With tight over- 
all finances, intersectoral cdmpetitibn for resources 
tends tojTiake educatibh a "victim of budget cuts" 
(World Bank 1984b, p. 30). As table 2 shows, the 
budget share of public education declined between 
1970 and 1980 in most regions. In Africa, educa- 
tion's share has remained stagnant on average. But 
some couhtries in the region have experienced sub- 
stantial declines between 1975 and 1983: Camer- 
oon, from 21.3 to 17.2 percent; Kenya, from 19.4 
to 15.3 percent; Nigeria^ from 16.5 tr ^3 percent; 
and Somalia, from 12.5 to 6.3 percent. Recent re- 



ports frdrh the field indicate that the financial crisis 
in education has worsened; 

Statistics on the private flow of funds to educa- 
tion are scarce, but existing data show that as a 
share of total riatibrial expenditures, private spend- 
ing has also declined in most developing countries 
in recent years (see appendix table 4). Tlie declin- 
ing share of enrollments in private schools cdrrab- 
brates this point: in most African countries, the 
private share in primary and secondary enroll- 
ments has been falling (see appendix table 5). In 
the many countries where educatibn is cbrisidered 
the state's responsibility, governments usually do 
not encourage the operation of private schools; in 
some such countries, they are prohibited by the 
constitution or national policy. 

These trends in the allbcatibn of total national 
resources to education are not consistent with in- 
vestment priorities in this sector. In generaj, the 
returns to investment in educatibn justify further 
increases in the resources devoted to education. 
Althbugh education has expanded considerably in 
the last quarter century, expansion has not been 
great enough to drive the social rate bf return bn 
such investment jiear that bf alternative invest- 
ments (table 3). Considerable further social bene- 
fits could be reaped through additional investment 
in education (box 1). 

The sbcial prbfitability 6{ educatibriai invest- 
ment is expected to persist. Educational develop- 
ment is still low in many developing countries, and 
rapid population growth will tighten pressures on 



Table 3. Returns tb Investment in Ediicatibri, by Cbiintry Type and Level 

{percent) 



Social Private Number of 

^ — — — countries 



Region 


Primary 


Secondary 


Higher 


Primary 


Secondary 


Higher 


report ihg 


Africa 


28 


17 


13 


45 


26 


32 


16 


Asia 


27 


is 


13 


31 


15 


18 


10 


Latin America 


26 


18 


16 


32 


23 


23 


10 


Europe, Middle 
















East, and 
















North Africa 


13 


10 


8 


17 


13 


13 


9 


Developing 
















countries 


24 


15 


13 


31 


19 


22 


45 


Developed 
















countries 




11 


9 




12 


12 


15 



Data wejiJ. not a vaiJable because no control group of illiterates w . . 

Note: Private returns take into account only the cost of education to the individual: In contrast, social returns are based bri the full cost bf 
education to society, so they, are-comparatively lower: 
Source: PsacharbpbUlbs (1985). 
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Box 1. Educarion Is a Socially Prdfitable Investment 



Considerable evidence exists oa the private and 
social returns to in vestment in education in both 
developed arid deve|dpihg coiiritries (see table 2 arid 
World Bank 1980b). Such returns are riieasured by 
comparing the higher lifetime productivity of edu- 
cated wqrkers_ with the social or private costs of 
edacation. Althoagh regional and intercountry var- 
iations are substantial, clear patterns emerge: 

• Primary educatibri is the most profitable form 
of investment, followed by secondary educatibri 
and, finally, by higher education. 

• Returns are by far highest in the poorest coun- 
tries arid declirie with the level of economic devel- 
opment. _ _ ^ 

• Because subsidies are high in most countries, 
private rates of return are consistently higker than 
social returns, particularly iri higher educatibri. 

• In the few countrj^es f or which time sen data 
are available, the returns to education have re- 
niairied relatively stable over time. 

The data, based bri bbservatibris iri sixty countries^ 
indicate that urideririvestriierit iri educatibri cbri- 
tinues^ particularly at the primary level. This cbri- 
clusion, derived mainly from data on wage employ- 
ment in the modern urban sector, corroborates 
evidence that educated farmers are more produc- 
tive, Research iri eight countries shows that the an- 
riual crbp yields bf farniers with four years of pri- 
mary schbblirig are bri average 9 percerit higher 
than those of uneducated farmers (Jariiisbri arid 
Lau 1982). The effect of education on farmers' out- 
put is considerably greater when such complemen- 
tary inputs as high-yielding seeds, fertilizers, and 



pesticides are available, since their use requires riot 
on[y literacy^ but also_ numeracy; Farming methods 
handed from one generation to another often re- 
quire little or no formal education of farmers, but 
as agricultural techniques become more complex, 
educatibri's effect bri farmers' productivity is more 
prbribiiriced. There is alsb eviderice that educated 
farmers are riibfe active iri seekirig agricultural ex- 
tension services and make better use of them (Perra- 
ton and others 1983). A recent survey of fifty-two 
World Bank agricultural projects showed that pro- 
viding education or training considerably increases 
the prbfitability of investment in agricultural devel- 
bpriierit (Mingat 1984). Siriiilarly, the profitability 
of physical irivestriierits iri bther sectbrs grows wheri 
workers have the basic skills of literacy and nu- 
meracy. 

Education also generates externalities that are 
difficult to measure. The indirect societal benefits of 
havirig a literate pbpulatibn cbuld boost and per- 
haps even dbuble sbcial returris (Haveriiari arid 
Wolfe 1984). Iri developing cburitries, the iridirect 
effects of primary education on health, nutrition, 
and fertility are particularly significant. The chil- 
dren of literate mothers are healthier and better 
nourished, and they have a higher life expectancy 
than the children bf uneducated women (Cochrane 
arid bthers 1980). Althbugh the complex relatibri- 
ship between educatibri arid fertility is still imper- 
fectly understood, studies in more than twenty de- 
veloping countries suggest that in the long run 
fertility falls as literacy increases (Cochrane 1979). 



existing educational syscems (box 2][. For all devel- 
oping regions except East and Southeast Asia, the 
population aged 5—14 is expected to increase by at 
least 17 percent between 1980 and 1990 (Vu 
1984). In Africa^ where the projected increase will 
be nearly 40 percent, universal primary education 
will not be attainable By the year 2025 unless the 
proportion of gnp devoted to education nearly 
doubles (Lee 1984). Yet the same cbristrairits that 
have caused governrrierit spending on education to 
stagnate are not expected to diminish in the foresee- 
able future. Thus, unless educational development 
becomes less dependent on public funds^ countries 



will not be able to tap fully the profitability of 
further educational investment. 

Underinvestriitiit in education is reflected riibt 
only iri a shortage bf new school places but also in 
uriderspending on certain recurrent expenditures. 
In education, the recurrent cost problem — inade- 
quate funding for a project's operation and main- 
tenance— is especially severe because projects typi- 
cally have high recurrent-tw-capital-cost ratios 
(Heller 1979). In primary schools, operating costs 
account for 90 to 95 percent of the resources com- 
mitted to education {excluding fbrgbrie iricbme). In 
some countrieis^ the inability ro finance these costs 
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Box 2. Ediicatibhal Develbpnient Is Still Low in Many Countries 



Despite the worldwide increase in educational 
expenditure and the doubling of school enrollments 
in jhe developing world In the 1960s and early 
1970s, in many developing countries, fewer than 
half the children between the ages of 6 and 11 en- 
roll in primary school. In 1982, fourteen cburitries 
had a primary school enrollment ratio of less than 
50 percent. 

The low level of educational development in 
most poor countries is also reflected In high rates Oi 
adult illiteracy. In rwenty-six of thirty-six African 
countries surveyed by Unesco in 1982, more than 
half of all adults were illiterate. The proportion is 



Box Table 2. Primary School Enrdllriieht as a 
P ercentage of Sch ool-Age Popniar 

Enrqllment ratio 
Country of less than 50 percent 



Burkina Fasd 


20 


Bhutan 


23 


Niger 


23 


Mali 




Somalia 


-J 


Burundi 


32 


(Juinea 


33 


Mauritania 


33 


Afghanistan 


34 


Chad 


35 


Sierra Leone 


39 


Ethiopia 


46 


Yemen Arab Republic 


47 


Senegal 


48 



rriUch higher among women, as the box figure 
shows. 

Box Figure 2. Female and Male Illiteracy Rates 
in 1980, by Region 
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Africa Asia Latia Other 
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Source; World Bank Atlas (Washington, D.C: 1984). 



Note: Refers to pijpuJation agcii 15 and older. 
Source: Porras (1985): 



may keep the government from additional borrow- 
ing» The alternative to borrowing, of course, is 
running schools on shoestrings. Examples abound 
of new government schools opened without quali- 
fied teachers, educational materials, or equipment. 

Misaiiocation of Resources across 
Levels of Schooling 

The social rates of return reported in table 3 sug- 
gest that in most developing countries primary ed- 
ucation should receive the highest investment pri- 
ority^ followed by secondary education. Because 



these rates of return reflect averages for each edu- 
cational level, however, they mask important vari- 
ations within each level. Specific fields in higher or 
secondary educatiph may be highly profitable from 
the social point of view. In some countries, short- 
ages of some types of technical personnel, such as 
engineering and medicine, exist alongside an over- 
supply of graduates in other specializations. But, 
as a whole, primary education should receive the 
top priority. In addition, apart from measurable 
monetary rewards, investments in the lower levels 
of education may generate more externaUties than 
would investments in the higher levels. These ex- 



teirnalities include such benefits as lower fertility 
arid.better health and nutrition (box 1). 
_ The present financing arrangements cbritribute 
to the misaiiocatibri bf resburces devoted to educa- 
tion in the serise that the high degree of public 
subsidizatiori of tertiary education boosts the de- 
mand for higher education, the relatively: less so- 
cially efficient educatibrial irivestment. The high 
subsidizatibri bf higher education is reflected in the 
differerice between the private and social rates bf 
return. In Africa, for example, private rates of re- 
turn to higher educatibri (which include only the 
cost borne by iridividuals) exceed social rates of 
returri (which include the total cost to the econ- 
omy) by almost 2.5 times (table 3). As a result bf 
the strong demand for higher educatiori, in many 
countries an increasirig share of the resources de- 
vbted tb education is spent at the higher rather 
than the primary level (appendix table 6). 

.T^]''^ shows that in some regibris the degree bf 
cost recovery in educatiori is higher at the primary 
level than the higher level. Subsidies in higher edu- 
catibri haye two components. First, they fully 
cover the direct cost of education (sUch as teachers' 
salaries and equipment), arid studerits pay little or 
no tuition. Secbrid^ mariy students also receive liv- 
ing allowances, which often exceed the sum re- 
quired to cover food, lodgings and transport (see 
box 3). In eight West Africari cburitries^ such al- 
lowances accbUrit for nearly half of all public ex- 
penditure ori higher education (see table 5). Such 
subsidies make the private returns bn University 
studies much higher than thbse bri bther opportu- 
nities. 

Histbrical reasons underlie the heavy subsidiza- 
tion of higher education. At independence, many 
developing countries, especially in Africa, faced an 



Table 4* Cost Recovery in Public Education, 



Table 5. SHare bf tiving Allowances tb Studerits 
iri the Recurrent Education Budget^ by Levei, 
Latest Year Available 

{ percent) 





— — ^^'^^ 

Percentage of tdntt cost recovered 


Kegton 


Primary 


Secondary 


Higher 


East Africa 
West Africa 
Asia 

Latin America 


6.3 
11.4 
1.7 
0.9 


16.6 
9.8 

16.D 
1.7 


2.6 
3.1 
11.5 
6.6 



Region 


Primary 


Secondary 


Higher 


East Africa 


1:8 


10.2 


35.2 


West Africa 


2.8 


22.0 


65.6 


Asia 

Latin America 


9:3 


4.3 


6.5 


3.7 


4.1 


17.4 


Europe^ Middle East, 






and North Africa 


2.0 


4.0 


19.1 


OECD countries 


5.2 


5.6 


13.7 



Source: Appendix table 7. 
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Source: Appendix table 9: 

acute shortage of qualified nationals. Gerierbus 
subsidies (say, through tuitibri-free higher educa- 
tion) were given tb ericburage a large increase in 
the supply bf graduates who could replace expatri- 
ates in the economy, in many countries tbday, 
however, qualified nationals are less scarce; in 
some countries, there are eyen oversupplies of 
graduates iri soriie fields, although shortages in 
bthers persist. Yet this pattern of finance is perpet- 
uated because governments often respond to de- 
mands of articulate socibecbribmic groups for in- 
creases in public funding for higher education, by 
diverting resburces from more so.^ially profitable 
levels of education. In short, too great a share of 
public resources goes to higher levels of education 
relative to lower bries. 

Inefficiencies witliin Schools 

Evidence indicates that resburces are not being 
used bptiriially at the school level. Often, the mix 
of purchasedjnputs, such as teachers' services arid 
pedagogical materials, is inefficient (In such cases, 
the same jfunds could achieve more if reallocated 
among educatiorial iriputs.) Inefficiency also arises 
when lower-iricome students with good learning 
potential are not able to secure places at the riext 
grade level either because they drop out for eco- 
nomic reasons or because they cannot compete 
with studerits from higher socioeconomic back- 
grbunds. 

The present arrangements fbr firiaricirig and pro- 
viding educatibri cbritribute tb both types of ineffi- 
ciency. Mbst public school systems collect and dis- 
tribute revenue for education in a highly 
centralized fashion. Revenues are drawn from gen- 
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Box 3; Living Allowances of University Students Are High 



The box table shows the yearly allowances that 
university students in some African countries re- 
ceive to cover living expenses. These allowances (di- 
rect payments) represent only a portion of total 
subsidies since tuition in many countries amounts 
to little or nothing. For most countries in Africa, 
these allowances represent at least 40 percent of the 
entire budget for higher educaition. 

The amount given to the average university stu- 
dent is large by any criteribri. First, student allow- 
ances exceed by more than 50 percent the amounts 
required to cover such smndard living expenses as 
food, lodging, and transport, in some cases, the ex- 
cess above the standard for a university student is 
more than a country's average per capita income. 
Second, the student's yearly allowance equals a sig- 
nificant proportion of the average yearly salary of a 
public servant. 



. In Uganda,. student alL^vances at various tertiary 
institutions also represent a significant proportion 
of these institutions', total expenditure: in . 1983, 
they accburited for 12 percent of the budget in 
Uganda Technical Cbllege, 15 percent in Natibriaj 
Teachers' College, and a probably Underrepbrted 
15 percent in Makerere University. In Francophone 
Africa, such allowances are even larger. Until 1981 
in Mali, 43 percent of the education budget went to 
student allowances. In Burkina Faso, this propor- 
tibri stands at 35 percent. The allowances given to 
University bf Ouagadougou students amount to 
770 percent of the country's per capita income. 
Similarly large suras are paid to students in the Cen- 
tral African Republic, People's Republic of the 
Congo, Republic of Cote d'lvoire, Niger, and Togo. 



Box Table 3. Annual University Allowances in Selected African Cburit riesj 1982_ 

„ Allowance per student as percentage of 
Atluwatjce — — - — • ^— ■ r- 



per student Ver student VJving expenses Average puTtJic 
CbUiilry ( VS. dollars) pitWc cost per siudeni sector satary 



Benin 836 48 307 62 

Burkina Faso 1,408 54 231 63 

Cameroon 1,316 44 505 43 

Cote d'lvoire 2,128 55 168 24 

Kenya 659 28 — 24 

Ni^er 1,567 65 — 43 



Senegal ^57 J5__ 



— Not available. 

Source: Appendix table 8; Kenya from Kinyua and Olang (1984). 



era! tax sources, which are then budgeted to the 
central ministry of education. In turn, these funds 
are allocated to schools and universities. In this 
system^ administrators^ students^ and parents play 
only a marginal role in determining — indirectly 
through their choice of schools — how school re- 
sources are to be allocated. Typically, school ad- 
ministrators are accountable riot to parents arid 
students but to central authorities, such as minis- 
tries of education. Since the costs of monitoring, 
inspecting, and enforcing detailed guidelines for 
individual schools are likely to be high, these miri- 
istries set norms^ such as for the distribution of 
budgetary allocations between teachers' salaries 



and other inputs: If norms do not match the 
school's needs or the community's preferences, as 
is often the case, school adriiinistratbrs have nei- 
ther the: financial power nor the incentive to 
change them. As a result, the use of school re- 
sources is inefficient. 

The prbbleril has wdrseried iri recent years be- 
cause the financirig system has been slow (and even 
unable) to adapt to the scarciries of public re- 
sources for education. In most cases, managers in 
the public school system have ric incentive or au- 
thority to adjust. Rules governing teachers' qualifi- 
cations, employment, and salaries are normally in- 
flexible, partly Because teacher unions are a 
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powerful force in defining and protecting the sta- 
tus quo. Thus much of the reduction in funds for 
education has reduced expenditure^oh other cate- 
gories of school inputs even more. For example, In 
jEast African countries such as the Comoros Is- 
lands, Ethiopia, Rwanda, and Tanzania, goverri- 
ments are hard-pressed to maintain textbook pro- 
grams, especially in rural areas (Wolff 1984); 
Similarly, in Jamaica, a recent Unesco study shows 
that even though 20 percent of the state budget 
goes to education, primary schobis and some sec- 
ondary schools lack instructional materials. In 
fact, in most developing countries today, expendi- 
tures oh instruaional materials account for a mi- 
nuscule amount relative to the pedagogical mate- 
rial used in advanced couritries (table 6). These 
spending priorities probably correspond to an inef- 
ficient input mix, since increasinc the supply of 
textbooks appears to be highly cost-effective in 
raising cognitive achieyemerit (Heyrieman and 
others 1984; Fuller 1985). 

The hi^h rate of repetition that characterizes 
many public school systems may also be a syitlp- 
tom of the inefficient use of resources within 
schools. When students have no textbooks and 
teachers lack relevant teaching materials, it is 
hardly surprising that students must repeat grades 
{table 7): Yet repetition does not necessarily in- 
crease learning. Table 8 shows that achievement in 
reading cbmprehensibn and in science and mathe- 
matics is markedly less in low-income countries 
than in wealthier countries. High drbpour rates 



also indicate inefficiency. Part of the decision to 
drbp out must be due to nonschool factors (such as 
the high opportunity cost of children attending 
school who could otherwise help but in agricul- 
ture). But sbme students drop out because the ser- 
vices pirovided are poor. 

Inefficiencies in student selection are also partly 
attributable ro the present financing arrangements. 
At the lower levels bf schbbling, when uniform 
subsidies are given to students and there is excess 
demand for places, some wealthier students may 
even invest in private tutoring or repeat a grade so 
as to improve their examiriatibn scores. But 
whereas these students may not need all the help 
they get, poorer students may need more to cover 
the personal costs of attending school arid may be 
forced to drop out^ even if they are Highly moti- 
vated (box 4). In higher education, when credit 
markets for students are absent, only qualified stu- 
dents who have the requisite private furids at the 
time of enrollment can matriculate. If those who 
enroll are less riibtivated or talented than those 
^vhb are too poor to attend, the selection of stu- 
dents is inefficient; 

Tliis discrimination against pbbr students is 
likely to persist even iri countries where scarce 
places are allocated on the basis of examination 
sLcbres. In Colombia, for example, 54 percent of 
first-year students in higher educatibri scbred 
lower on aptitude tests thari the cbrresponding 
cohort bf secondary-school graduates who did 
not enroll. Significantly, those who did not enter 



Table 6. Annual Expenditure per Pupil bri Iristructibrial 1980 

Vmtructiona] materia] per pu pil 



As percemage Number 
Amount of alt recurrent of coiVntries 
^^ion {VS. dottars) expenditure reporting^ 



Sub-Saharan Africa^ 2.24 3.1 14 

past Asia 2.47 i:4 5 

South Asia 1.68 8.1 _3 

l-^tinAmerica 8.99 3.9 15 
Europe, Middle- Eaist, 

. „^rid_ North Africa^ 3.28 2:0 4 

Developing countries 4.80 3.4 41 

Dev eloped cbu ritries 105.5 0 3;6 14 



Notes: ExjDenditure refers to nonteacher inputs in primary schools. 

a. Developing- countries south of the Sahara, excluding South Africa. 

b. Excluding Kuwait. 
Source: Appendix table 10. 
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higher education come from families with mark- 
edly lower incomes tfian those who did (Jimenez 
1985); 

Social Inequalities 

The present distribution of public expenditures oil 
education is highly unequal. The relatively few in- 
dividuals who gain access to higher education re- 



ceive more subsidies (in absolute terms) than those 
at the lower levels. Moreover, evidence indicates 
that richer gidups are bverrepreserited at all levels 
bf_educatibn^ but especially at the university level. 
The disparity of public expenditure per student 
among levels of education (relative to per capita 
income) is shown in the first three columns of table 
9. Public expenditure per student increases rapidly 
with the level of education, especially in African 



Table 7. Mean Repetit ion -ind Survival Rates in Primary Schooling, Latest Year Available 



Fercentage Percentdge Nutriber of 
&^Tmvh7g to ^§pjs^tin^ countnes 
Region last grade last v.rade reporting 



East Africa 70:5 11 A 11 

West Africa 70.2 32.1 14 

Asia S6S 9 A 9 
Europe, Middle East, 

and Nortfi Africa . 80:0 13.3 12 

Latin America arid Caribbean 61.2 6.1 18 

Developing countries 67.7 14.5 €4 

Developed countries 91.1 8.5 4^ 



Hote: Last grade is defined as sixth grade. 
Source: Appendix table 1 1 . 



Table 8. Acfiievement of Ten- to Tourteen- Year-Olds by gnp Per Capita in Selected Cduhtries 






1971 GNP 




Number of 


per capita 


Type of standardized test 


countries 


{ VS. 1971 dollars) Mean test score 


Science/n atheniatics 


9 


100-450 24.3 




7 


450-1,230 27.5 




13 


> 1,230 32.5 


Reading comprehension 


3 


<800 9.0 




3 


>2,000 26.8 


Source: Appendix table 12. 






Table 9. Public Expenditure per Student 


on Education arid Erirollirierit Ratios^ Major World Regions^ 


around 1980 









Public expenditure per 










student as pet cuitage 










of per cdpttd gnp 


EnroUrnent ratio {percent) 


Number of 










countries 




Region 


Primary Secondary Higher 


Primary Secondary Hisher 


reporting 





Anglophone Africa 


18 


56 


926 


77 


17 


1:2 


16 


francophone Africa 


29 


143 


804 


46 


14 


2.4 


18 


South Asia _ 


8 


18 


119 


71 


19 


4:4 


4 


East Asia and PaciEc 


11 


20 


118 


87 


43 


9.1 


6 


tatin America 


9 


26 


88 


90 


44 


12:0 


19 


^*d^le East and 
















North Africa 


2 


28 


150 


82 


36 


9.4 


11 


Developing countries 


14 


41 


370 


75 


23 


6.9 


74 


Developed countries 


22 


24 


49 


100 


80 


21.0 


20 



Source: Mingat and Tan {1985b): 
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Box 4; Inefficiency within Schoojs Steitis from 

Educatibhal subsidies contribute to inefficiency 
in the selection of students because they do not take 
incomes and students' academic backgrounds into 
account^ Ghiidren in rural areas often pay lower 
fees^than their urban coonterparts, but this advan- 
tage may not compensate for the differences in in- 
comes and the direct and indirect costs of attending 
school. For rural children, the direct costs tend to 
be higher because distances from home to school 
^^^_8^_^^^^^- „A"^ J' school attendance often 

conflicts with chiidren's agricultural work, the indi- 
rect costs from forgone production are substantial. 
In urban areas, forgone production may also be an 
important cost for poor children who need to help 
with their families' businesses.. 

These costs influence families' schooling deci- 
sions. When public subsidies are inadequate, fami- 
lies may terminate their children's schooling, even if 
their children have academic potential. In a survey 
in Karnataka, India, nearly half of the parents cited 
cost as the primary reason for terminating their 
children's schooling (see the box table). 

The selection of students is also inefficient if dif- 
ferences in academic achievement among students 
are not taken into account in the distribution of 



Improper Student Selection 

subsidies arid if subsidies are provided 
™^^°^?l'y J9 ^^P^^^^^s arid ribrirepeaters. In such 
cases, poor but talented students riiight be excluded 
from the next level of schooling even if exariiiriatibri 
scores are the basis of selection since most poor 
stuUerits cannot afford to pay for private tutoring (a 
coniriibrily used means of boosting examination 
sco^res) or to repeat a class. Iri Kenya, for example, 
Somerset (1974) notes that "everi [a] highly intelli- 
gent candidate [may fail] ro gain eritrarice tb sec- 
ondary school at his first attempt because he is cbrii- 
peting with pupils who have had tlie advantage of 
at least one more year's intellectual growth" 
(p. 179). 



Box Table 4. Parents' Reasons for Terminating a 
Child's Schooling, Karnataka, India, 1981-82 

ipercertt) 



Reason 




Sons 


Daughters 


All children 


Lack of academic 
Direct or indirect 
Other 


aptitude 
cost 


55 
44 
1 


35 
21 


46 
44 

10 _ 



Source: Caldwell and others (1985): 



countries, where puBHc expenditure per student on 
higher education is twenty-eight (Francbphbhe Af- 
rica) and fifty (Ariglbphorie Africa) times that on 
primary education. Moreover, relatively few peo- 
ple benefit from high puBHc expenditure per stu- 
dent in higher education. For the developing cburi- 
tries as a group, only 7 percent of the school-age 
population enroll in higher education. As the sixth 
column of table 9 shovt^s, access to higher edu- 
cation is especially limited in Africa and^ to a 
lesser extent, in South Asia. Mbrebver^ most of the 
few who benefit frbm heavily subsidized higher ed- 
ucation come from relatively wealthy homes. Ta- 
ble 10 shows that in Ghile, Colombia, Indonesia, 
and Malaysia, students from the Upper-income 
groups receive between 51 and 83 percent of all 
pubHc expenditures on higher education, whereas 
those from lower-income families receive between 
6 and 15 percent. 

Hiose who enter higher education have bene- 
fited not only from high unit public expenditure at 
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this level of education. But also from public expen- 
diture on primary and secondary education. The 
distribution of cumulative expenditure on educa- 
tion received by individuals who have already left 
the school-age range provides a longer-term view 
of this inequality. Figure 1 is a Lorenz curve de- 



Table lb. Share of Higher Education Subsidies 
Received by Different Income Groups 

( percent) 

Income group 



Country Lower Middle Upper 



Chile 


15 


24 


61 


Colombia 


6 


35 


60 


.idoriesia 


7 


10 


83 


Malaysia 


10 


38 


51 



Npre;_Th_e lower-iacome group corresponds to the poorest 40 
percent except in Chile, where it corresponds to the pooiest 30 
percent. _ 

Source: Appendix table 13. 



Figure !. Distribution of Cumulative Public Educational Expenditure in the Adult Population, 
around 1980 




Percentage of popuiution 



Table ll. Share of Cumulative Public Educational Expenditure Appropriated 
by Various Socioeconomic Groups, World Regions, 1980 



Percemage in jhe Percertlage of educaUohai 

poputattoh expendiiure appropriated Appropriation ratio 

(i) m J2mj 



Region' 


Rural 
workers 


Manual 
workers 


White- 
collar 


Rural 
workers 


Manual 
workers 


White- 
collar 


Rural 
workers 


Manual 
workers 


White- 
collar 


Anglophone Africa 


76 


IS 


6 


56 


21 


23 


0.73 


1.19 


3.78 


Francophone Africa 


26 


18 


6 


44 


21 


35 


0:58 


1:15 


5:93 


-Aiia_ - _ 


58 


32 


10 


34 


38 


28 


0.59 


1.19 


2.79 


Latin America 


36 


49 


15 


18 


51 


31 


0.49 


1:04 


2:03 


Middle East and 




















Africa 


42 


48 


10 


25 


46 


29 


0:60 


0.35 


2:87 


Developing countries 


58 


33 


9 


36 


35 


29 


0.60 


0.98 


3.48 


Developed countries 


12 


53 


_ _3 5_ 


_ 11 


46 


43 


0.95 


0.87 


1.20 



a. The number of countries included in each region is given in appendix table 14. 
Source: Mingat and Tan (forthcoming) and appendix table 14. 
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pictihg tfie sfiare of public educational expenditure 
(vertical axis) appropriated by the but-of-schbol 
population, ranked according to the terrninal level 
of educatibn (hbrizbntal axis); Perfect equality is 
represented by the 45-degree line, so the more the 
curve deviates from the 45 degrees^ the mbre une- 
qual the distributibri. In developing countries as a 
whble^ those who Have Had no schooling or only 
primary schooling represent 71 percent of the pop- 
ulation but receive only 22 percent of all public 
expenditures on education (pbirit A in figure 1). 
Those who have attained less than university edu- 
cation constitute 94 percent of the population and 
Have received 61 percent of these expenditure 
(point 3). Thus, the 6 percent who Have attained 
higher education receive 39 percent of all public 
expenditure. In Mrica, the distribution is evert 
more unequal since the 2 percent who have at- 
tained higher education have obtained 39 percent 
(point C) of the total. 



jhequality is exacerbated in that children from 
higher-income groups are bverrepresehted iii the 
educatibn system^ especially in higher education; 
As table 11 shows, they appropriate relatively 
more bf pubHc expenditure than lower-income stu- 
dents. Because developing cbUrithes have little 
data on income^ distribution is categbrized by oc- 
cUpatibn rather than income. But assuming that 
white-collar workers earn more than manual la- 
borers, who in turn earn more thaii farmers^ Higher 
socioeconomic grbups erijby a disprbpbrtioriately 
large share. On average, the children of wfiite-col- 
lar wbrkers in developing countries accumulate 
four to five times as much public educatibn expen- 
diture as do the children bf rural vvbrkers. In Frah- 
cophbrle Africa^ children from white-collar fami- 
lies accumulate over ten times as mucfi as the chil- 
dren of rural workers. 
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This chapter identifies policies that could redress 
the inefficiencies and inequalities reported in chap- 
ter 2. Providing universal prescriptions is impos- 
sible since policies must Be adapted to each coun- 
try's situation. But a core of generaj policies can 
serve as guidelines for all countries. Suggested here 
is shifting part of the burden of financing educa- 
tion from the state to the beneficiaries: students 
and their families. To this end, the following poH- 
cies could be considered, possibly as a package: 

• Recovering the public cost of higher education 
and reajloca ting government spending toward the 
level with the highest social returns 

• Developing a credit market for education, to- 
gether with selective schoiarships, especially for 
higher education 

• Decentralizing the management of public edu- 
cation and encouraging the expansion of private 
and community-supported schools. 

These policy dptidhs may at first appear politi- 
cally unpalatable or adrninistratively unfeasible. 
Indeed, it may well be difficult to redistribute edu- 
cational subsidies from the most articujate social 
group (higher education students arid their urban 
fariiilies) tpl those livirig in rural areas. It may be 
equally difficult to advocate private schools in so- 
cialist countries or in countries where they may 
reinforce social divisiveriess. And it may be everi 
more difficult td create a credit market for educa- 
tidri iri a couhtry where the commercial banking 
system is underdeveloped. Yet, as argued below, 
gradual policy changes along these lines are feasi- 
ble and are already takirig place in cburitries with 
widely differing political regimes. What follows is 
an elaboration of why the proposed policies might 
help promote development. 



Selective User_Ch_arges arid ReaUocation 
of Public Spending 

One way to increase the efficiency and equity of a 
public educatidri systerii is td impose selective 
charges at higher levels of education and redistrib- 
ute the revenue to lower levels. Such reallocation 
would help expand the most productive form of 
educational iriyestmerit (which is often pririiary 
schooling), redirect state subsidies from the rela- 
tively wealthy socioeconomic groups to the poor- 
est, and thus further both efficiency and equity. 

Increasing PtivBte Contributions at Secondary 
and University Levels 

Giveri the heavy subsidization of higher education 
in most countries, this level of education is the 
natural starting point for raising charges in educa- 
tion. There are two ways of dding this: 

• Reducing student allowances. This may be the 
most feasible method in countries where students 
receive both tuition-free educatidri arid pdcket 
money. 

• Charging for services. Besides reducirig allow- 
ances, authorities coujd start chargirig fdr tuitidri 
to recover at least part of the cost of educatidri. 
Eviderice iridicates that ppedple are willirig to pay 
for education. In Africa, private returns to higher 
education are so high that even after student al- 
lowances are reduced or fees imposed, higher edu- 
catidri will rertiairi ari attractive persdrial invest- 
ment (see table 3). 

One manifestation of high private returns is the 
strong persistence in many developing countries of 
excess demand for education, especially at the uni- 



17 



23 



EKLC 



versity jeveL ITiere are more wHHng students than 
avaHable^ places (box 5); this excess demand is 
reflected in tfie high ratio of applicahts to entrants 
for fiigfier education, as well as in the large numBer 
of cleveloping-cbuntry students who apply to for- 
eign Universities. {T.;c- higher quality of foreign in- 
stitutions is another reason why students study 
abroad.) Although the costs at foreign institutions 
are often much higher^ many students are prepared 



to work or borrow from relatives and friends t 
obtain the necessary funds. 

The avaiiaBle evidenc^i suggests that^ in irian 
developing countries, excess demand is so grea 
that an incriease in fees for higher education woul< 
hot affect overall enrollments much; Evidence als< 
suggests that households' demand for (education i; 
rektively unresponsive to increases in private cost 
(box 6). This implies rhat, within limitc., a rise ir 



Box 5. Excess Demand for Educarioh Is High 

Demand for education is excessive when there 
are not enough places in school to accommodate all 
enroll. Excess demand is common in 
'^^^^^'y_^°^^L^J^^^ s where students bear lit- 

tle (if any) of the cost of providing educational ser- 
vices. But because government finances are tight, 
only a limited number of students can be accbmmb- 
datcd in such systems. 

Excess demand is especially evident in higher ed- 
ucation. In Kenya, for example, only 21 percent of 
qualified secondary graduates found university 
places in 1981 (Hinchjiffe 1984). In Nigeria, the 
average acceptance rate for university education 
was only 16 percent in 1979-86; in some special- 
ties, such as business administration and law, it was 
low as 8 arid 5_ percent, respectively (Ade- 
sina 1982; Hinchliffe 1984). In Somalia, only 13 
percent of thp qualified students are expected, to 
gain admission to universities over the riext five 
years. In Singapore^ the average acceptance rate 
was 43 percent in 1978, but it was much lower for 
dentistry (26 percentl and business administration 
(37 percent) (Pang 1982). In several Latin American 
students bri average apply for each 
university place (Schiefelbeiri 1985). In some coun- 
tries, excess demand is not limited to public higher 
education. In Indonesia, for exampie, where fjrivate 
higher education is in its infancy, a recent study 
(Haribvice 1984) of private institutions shows that 
although fees are charged, only 30 percent of the 
applicants can be accommodated. 
.7^'^ ^^P^_^!^*^" at the secondary level some- 
times indicate ansadsfied demand fbr higher educa- 
tion. In Mauritius, more than 40 percent of second- 
ary students repeat at least one_grade to imprbve 
their chances of admission to higher education. 

Often, local facilities cannot meet the private de- 
mand for higher education. Consequently, a large 
and growing number of students from developing 
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countries study abroad at their own expense (tee 
and Tan 1984). Fbr example, one of four higher 
^" Greece (where private univer- 
sities are consritutionaily prohibited) attends a for- 
eign university, often with the family's financial 
support. In Malaysia, where the government re- 
stricts the operation of private institutions, a third 
of the country's third-level students in the early 
i980s w^re studying abrbad because local universi- 
^^^^_^"^_^^!'5_85s c^^ nbt accbmmodate them. 
Many Thai students enrolled in foreign institutions 
because of a shortage of local places. In 1971, fbr 
example, when only 30 percent of the applicants 
were accepted locally, between 10,006 and 30,000 
Thai students werit abroad (Watson 1981). With 
the jnactment of the Private Colleges Act, which 
permitted private instirutibris to operi, the number 
of students going abroad for educati bri dropped. In 
1978, some 7,000 student^ were enrolled iri busi- 
ness, accountancy, and language classes in local pri- 
vate institutions. 

Excess deriiand for education is not limited to 
^^"catibri. Iri Malavvi, secondary school 
places meet only a third bf the demand (Tan and 
others 1984). In kenya, a large proportion of stu- 
dents retake the secondary entrance examiriatibri to 
improve their chances of admission (Sbmerset 
1974). In Tanzania, demand is so strong that many 
bf thbse who fail to get into public secondary 
schools erirbll iri private institutions- 

J^^^?^^. ^'^"^^"^ "^^y exist even at the primary 
level in some urban areas. Iri Mali, some parents 
enroll children who fail to get into public schbbls in 
Quranic (Medersa) schools, which charge a fee. Iri 
other countries, the strong demand is reflected iri 
the large class sizes in the first grade of primary 
p^^°°l^"g- Fbr example, class size often reaches HO 
in Lesotho and 150 iri Guiriea (Ainsworth 1984)- 



Box 6. EnroHment MfgBt Not Fall U Fees Increase 



Where tiiitibri costs are iow^ many countries Lave 
excess demand for education at the higher and sec- 
ondary levels. Increased ff:es will lower excess de- 
mand, but they will havL* virtually no effect on over- 
ali enrollment. 

_ Even if there is no excess demand, the enrollment 
declines caused by a moderate rise in fees are rela- 
tively small. In devtri oping countries, fees are usu- 
ally a srriall compbneiit of the total private cost of 
schooling. StudicJ show that educational demand is 
relatively unrespcnsive to moderate increases in the 
private cost of education — price inelastic, as econo- 
misid say. Of course, how inelastic this price is de- 
pends upon how demand is measured. In Colom- 
bia^ for instancej where derrand was measured by 
household spending on edviCarioii, the percentage 
drop iri demand was less tllaii the percentage in- 
crease jn prjce (see appendix table 15). Thus, total 
spending on education coald be expected to in- 
crease after fees rise. In Malaysia, demand was 



measure^, by the proportion of childrea attending 
school. Thus3 a 1 percent increase in the cost of 
sending aridther child to school could be expected 
to result in a drop of less than 0.04 percierit (elastic- 
ity, or e = —0.039) in the proportion of the cohort 
aged 6 to 11 years going to school: The drop in the 
propoxtion of the cohort aged 12 to 18 going to 
school, was even less — about 0.01 percent (e = 
-0.012). 

Each elasticity reported iri appendix table 14 rep- 
resents an estirriate at a specific point along a de- 
mand curve that characterizes the relationship be- 
tween desired schooling and the private costs of 
obtaining schooling. Since elasticity may differ at 
different cost levels or for different household in- 
comeSi the impact of large fee increases would de- 
pend upon assumptions made about the shape of 
the demand curve over a broader rauge of fee in- 
creases. 



fees would mostly reduce excess demand and 
wduld not cause a large proportion of those cur- 
rently enrolled to drop out. 

In several countries that have increased tuition 
tees, enroiiments have fallen less than expected. In 
Mauritius^ for example, fees have recently been 
introduced for university education, but enroll- 
ments have not fallen. 

Increased private financing might also be justi- 
fied arid feasible at the secondary level. Iri riiariy 
countries, secondary students are lodged and 
boarded in tuition-free schools; this policy gener- 
ates excess demand for secondary school places 
arid riecessitates ratidriirig. Here, tdd, iricreasirig 
user charges riiight be appropriate since such a pol- 
icy could increase both efficiency and equity. 
Again, the extent to which fees could be increased 
depends on such country-specific coriditidris as the 
degree of excess demand and the elasticity of de- 
mand. 

Effects on Allocative Effickncy 

The resources generated by increased private con- 
tributions should be used to expand investment in 
education since the social returns to such invest- 
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riierits are high. The extra furids could be used td 
expand the supply of school places or to improve 
educational quality through increases in expendi- 
ture per pupil. Which educational level should 
beriefit frdni the iricreased reveriue arid vvhether 
expahsidn should be quantitative or qualitative are 
policy choices that depend on each country's con- 
ditions. In general, however, the resources gener- 
ated by the iricreases iri private firiaricirig shduld be 
used to expand educatidrial irivestmerits vvhose 
marginal social rate of return is highest. Although 
in some countries it may be politically difficult to 
use funds frdrii dne level td expand aridther, heed- 
ing this basic principle would ensure that the extra 
funds are used as efficiently as possible. 

In countries where primary enrollment rates are 
low, the marginal returns to primary school ex- 
parisidri are riidst likely to exceed thdse td secdrid- 
ary arid higher, educatibri. In such cases, it would 
be socially profitable to use the extra revenue from 
the increased private financing of higher education 
td expand pririiary educatidn. 

Iri some couritries, an iricrease iri private contri- 
butions to the financing of secondary education 
could also further the expansion (or improvement) 
of education. For example, in 1978 the govern- 

79 
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f^J-^^'^^^^^S^> Education Can Expand with No Loss of Equity- 

An Example from Malawi ^ ^ 

Secondary education is not well developed in percent. iScreas*. in fees alone. Because fees repre- 

Malaw.; jn 1982, only 4 percent of the population sent only a small portion of all privS costs-S- 

°f.^^*=°"^^^:«h^?'^g^ Attended secondaty school, eluding forgone income and direct expenSures- 

^™P^^^.^.^'^*' ^1 P'^^ "^ P""'^? school: The the demand based oa this assumption is h ghly 

Illative scarcity of secondary. g^^^^ elastic with respect to all private cost'^; A ldWe/(lnd 

•n he hagh social returns at th.s level of schooling: more realistic) magnitude for the elasticity Sd 

2t percent for .ower secondary and 15 percent for reinforce the results shown here. The go^^rnment 

upper secondary (Mingat and Tan forthcoming). outlay for public secondary educationlslsuSto 

Increasin|investment in secondary education there- stay at the current level, a^d the Snuetn 

fore benefits society^ traced by the fee increase is to £ 

h^lST" years, however, Malawi's government create more places for secondary students ' 

has had to restrain increases in paBlic spending on If tuition fSes were kept below K95 demand for 

educationbecauseofeconomicdifficulties.Demand secondary education would still exc^d the ^pp^ 

for places in secondary education has, as a result, of places: If fees were raised to tcS Th. Ihh v^^ m 

f i cand,date.s coa d be accommodated. expand by 65 percent (or by 11,100 places ) 0^ 

f ? '' I" 'f^f ^'"^ education cost course, fewer places would open up if demaS we^e 

1982 On'""" (K), about US$280, in much more elastic. (If elasticity Were Sy" 0 " 

K71 in h ^T^' students^paid K30 m rait^on and stead of -0.5. increasing fees to K68 Would elimi- 

K71 m boarding charges. The revenue from these nate excess demand and the revenue geneSd 

fees recovered about 38 perce_n^ of the total cost of would increase the present supplfby 30 pS'nt o^ 

public secondary education The actual cost to the By 5,100 extra places.) Larger eliticfty m^^^^^ 

^^^^-vl ft^i^^ . , -ience available for Malawi or other countries 

The families of Malawian students also incur These calculations show that increasing S 

su^tantial exp. nses for uniforms and transport to charges for secondary education Wou d b 

school. Even so, increasing tuitioafees is unlikely to efHcient since the funds so generated Would a low 

lower enrolln,ent. At the current fee level of K30, a more investment in secondaf y "ducadoT 

1 percent increase m fees wouldjpwer demand for Is increasing fees inequitable.^ The pos s biliry that 

secondary education by only 0 03 percent (Mingat some poor students might be forced m te minate 

and Tan forthcoming). Even ,f demand were more their .schooling could be mitigated by prov din| 

responsive to the^cost of edacation, an increase in scholarships selectively to these student The eS 

ovSll Sfi^nment ' "'^ "'"L^ f '"^ ^ » ^^^^ ^His case 

lie i^o^rt^Tl" f • ^ „ "^"^ be smaller since the scholarships Would re- 

The impact of a fee increase on student enroll- qu.re funds that could otherwise be used to increa^ 

ment IS shown in the box figure. For illustrative the availability of secondary placed if fe^were 

purposes the eiasticin. of demand is held constant raised to K95 and if the constant fee elaScity of 

at -0.5; thus, demand drops 0.5 percent for every 1 demand were -0.5, 44 percent of the student lur 



ment of Bhutan spent more dri secondary school 
scholarships than on primary edacation. If these 
scholarship funds were reallocated to primary edu^ 
cation^ primary school enrollment could nearly 
donBle. in Botswana, public expenditure devoted 
to scholarships at the secondary level represents 
about 20 percent of the total primary school 
budget. If the costs of board and lodging were 
privately financed, the public funds saved could Be 
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used either to increase investment in primary edu- 
cation or to expand the supply of secondary school 
places. 

The choice between these alternatives again de- 
pends on the relative returns to additional invest- 
ment in the two levels of education. As shown, in 
countries with a low primary enrollment rate, the 
returns on primary school expansion are likely to 
exceed the returns on secondary education. But in 
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rently enrolled would drop out, and. their places 
would be taken by those who can afford the in- 
creased fees. To avoid this outcbnie, pbteritial drop- 
outs cbt*!d be cbmperisated fully with schbliarships. 
(This assurnption is conservative: some students 
could probabiy continue their studies with less than 
full scholarships.) If the fee increase were accompa- 
nied by scholarships, secondary education in Ma- 
lawi could still expand frpm_ 17^000 places to 
23,200^ compared with 28,100 places without 
scholarships (see the box figure). 



?'6y"'<L??L . PpssLblc o/ Sccohdary Edu- 

cation in Malawi through Uscr_ Charges,, with and 
without Scholarship Scheme for Potential Dropouts 



Atitiuai 
Udtijti 

(CCS 

(kwacha) 



Dcmniid curve with constant 
fee elasticity = ~().5 Kffectivc sUppJy with 
scholarship scheme 



Kffective supply 
without 
scholarship , 
scheme 




/7 2^2 2S./ 
Nurnher eurolled {thousauds) 



some other countries, even if primary education is 
not universal, it might be more profitable to ex- 
pand secondary education since unit costs tend to 
rise and marginal returns to fall as coverage at the 
primary level is extended to an even more geo- 
graphically and academically diverse population. 
As a result, it might be socially profitable to use 
only some of the extra funds to expand primary 
education and to allocate the rest to expanding 



secondary education or even selected fields within 
higher education. Although the relative social 
profitability of eiducational investments varies with 
country cbriditibhSi setting irivestrtient piribrLties 
according to their social returns is still valid. Box 
7, using data from Malawi, illustrates the potential 
expansion in secondary education that could be 
achieved by increased user charges at this level of 



Estimates for tv/elve African countries illustrate 
the potential for expanding primary education 
through increased private cbntributibns in higher 
education. As table 12 shows, by merely eliminat- 
ing living allowances, enough public resources 
would be freed to allow, on average, an 18 percent 
expansion in the yearly primary education budget. 
These extra funds could be used to finance an in- 
crease in educational quality or in the coverage of 
the primary-school-age population. An additional 
expansion of 23 percent could be achieved if fees 
were introduced tb recover all bperatiri^ costs in 
higher education. Thus, if both kinds of subsidies 
to higher education were fully withdrawn, the pri- 
mary education budget could be expanded by an 
average of about 40 percent in the twelve African 
countries. (The result overstates the potential ex- 
pansion since some of the "saving" would have to 



Table 12. Potential Increase in the Primary 
Education Budget in Selected African Cbuntries^ 
around 1980 

( perce nt ) 

lucrease_ iti prifuary educatioti 
budget if higher education 
studeuls hear entire cost of 

Lwiu^ Operatiug 

Caimtry expenses a}sl. _ Both 

Benin 18:9 5.0 23.9 

Burkina Faso 18.6 8.0 26.6 

Central African Republic 12:4 4:0 16.4 

Congo 17.6 5.8 23.4 

Coted^Ivoire 21:0 19.2 40:2 

Malawi 8.6 45.8 54.4 

Ndali 21:6 8:6 :30:2 

Niger 9.6 2.4 12.0 

Senegal 20.4 48.5 68:9 

Sudan 2.9 40.2 43.1 

Tanzania 24.2 31.0 55:2 

Togo 40.4 51.6 92.0 

Average 18.0 22.5 40.5 

5oMrce: Based on Mingat and Tan {19f^^b) and Wofid Bank 
estimates for Benin and Sudan: 
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finance the cost of a loan scheme and selective 
scholarships for higher education, as discussed in 
the next section, "Student Loans arid Selective 
Scholarships.") 

Clearly, how much primary education could be 
expanded varies from country to country. In the 
Gote d'lvoire, Malavvi, Senegal, Sudari^ Tarizariia, 
and Togo, the pbteritial expansion in the primary 
school budget ranges from 40 to 90 percent. 
Among these countries, only Togo and Tanzania 
have attained or almost attained universal pririiary 
education and could thus use the generated re- 
sburces to bolster educatibhal quality. In the re- 
maining countries, the enrollment ratio in primary 
education would rise dramatically — from 76 to 
100 percent in the Cote d'lvoire, 59 to 91 percent 
in Malawij 48 to 81 percent in Senegal, and 51 to 
73 percent in Sudan — if the additional resources 
were used for quantitative expansion (table 13). 

In such countries as Benin, Burkina Fasbj Cen- 
tral African Republic^ Congo, Mali, and Niger, 
hbwever^ public savings from higher education 
would be small because enrollment is low. Conse- 
quently, the savings would permit a mUch^sriialler 
expansion of the prihiary school budget. Table 13 
shows that in Burkina Fasb, Mali, and Niger, uni- 
versal primary education would remain far beyond 
reach even if all the additional resources were Used 
to increase coverage at the present cbst per stu- 
dent. Besides mbbilizing more private resources to 

Table 13. Current and Potential Primary 
Enrollment Ratio in Selected African Countries 

{percent) 



Country 



Current 
enrol Iwent 
ratio 



Potential primary 
enrollment ratio with 
full cost recovery 
_ in higher education-* 



Benin . 65 

Burkina Faso 20 

Centrai African Republic 68 

Cote d/I voire 76 

Malawi 59 

Mali 27 

Niger 23 

Senegal 48 

Sudan 51 

Average 49^ 



81 
25 
79 
100 
91 
35 
26 
81 
73 
66 



a. Full cost recovery refers to the eliniinatj()nA>L"n^^^^ stu- 
dent allowances and introduction of tuition payments to cover 
operating costs.. 

S_ot4rce: Table 12 and Unesco enrollnient statistics. Statistical 
Yearbook. 



finance higher education, other policy pptibhs for 
expanding primary education would have to Be 
considered, including reducing the length of the 
primary school cycle; 

The generated revenue could also be used to im- 
prove the quality of education. For example, many 
middle-income developing countries in Asia and 
Latin America, as well as a few countries in Africa, 
have almost achieved universal primary education. 
The qualityjjf primary educatiorii however, is of- 
ten low. (The significant effects of improving 
school quality in all developing countries have 
Been reviewed by Fuller, 1985.) In particular, a 
high gross enrollment ratio in primary education 
(that is^ the riumBer of children enrolled as a per- 
centage of the primary-school-age population) of- 
ten hides important inefficiencies if only six of ten 
students complete the primary school cycle. 

For some countries^ there are high returns to 
expanding secondary education. PuBlic expendi- 
tures, however, have often Been directed at the less 
efficient modes of learning within this level. For 
example, many governmerits have attempted to in- 
troduce vocational training into secondary curric- 
ula with the argument that the change would help 
to prepare youths for the joB market rather than 
for advancement to the next level of education. But 
recent research in ColomBia and Tanzania sug- 
gests that this policy has increased costs without 
significantly improving the social Benefits of sec- 
ondary education (Psacharbpbulbs arid Lbxley 
1985). 

Similar a/guments hold for puBlicly financed 
higher education, in many countries, severe short- 
ages of qualified engineeririg br riianagerial persbri- 
riel bfteri coexist with an oversupply of graduates 
from other specializations. In Thailand, for exam- 
ple, unemployment among humanities graduates is 
high. But vacancies for qualified engineers reriiairi 
unfilled fbr riibnths. Iri Peru, where the proportion 
of university graduates in the population is similar 
to that in some developed countries, the problem is 
one of low quality of instruction. 

Iri briefj recoveririjg some of the cost of higher 
educatibn and spending the revenue on the most 
efficient use — which, depending upon country 
conditions, could range from imprbvemertts in pri- 
mary schbbl quality to the exparisibn of selected 
fields of higher education — would be ah improve- 
ment upon present arrangements. Also, the poli- 
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cies suggested would tend to equalize the social 
rates of return to tfie tfiree levels oF education. 
Estimates indicate that reallocating the present 
level of public resources toward the equalization of 
these rates would generate efficiency gains (at a 
lower bound) equivalent to 0.5 percent of develojp- 
ing countries' gdp (Dougherty and Psacharop- 
oulds 1977). Although these calculations are only 
indicative^ they demonstrate the magnitude of the 
potential gains from reallocating educational re- 
sources with tfie pricing policies described. 

Effects on Internal EfBciehcy 

Tfie introduction of fees in fiigher education would 
improve efficiency within the system because it 
would provide appropriate incentives, to both stu- 
dents and managers, to scrutinize costs more 
closely. In Ghana, for example, a proposal in 1970 
to introduce charges for university students' board 
and lodging prbmpted student representatives to 
propose ways to reduce costs (Williams 1974). 
Greater cost-consciousness among students would 
also encourage them to become more aware of the 
cost differences between institutions. A greater de- 
mand for admissipri at the more efficient institu- 
tions would signal providers to expand such insti- 
tutions. As a result, efficiency in the overall system 
would be likely to improve. 

Efficiency would likely improve bn^at least two 
further counts if fees were charged. First, student 
selection would improve since those with little 
chance of succeeding would be discouraged from 
applying. Second, charging fees would lead to a 
better match between student ability and selected 
fields of specialization. Indeed, if heavy subsidies 
to higher education were reduced, the risk of fail- 
ure would be shifted to some extent from the gov- 
ernment to the. individual. As a result, students 
would be encouraged to behave more like inves- 
tors and pay close attention to their chances of 
completing their educatidri. 

In general, increased private financing at the pri- 
mary level is not recommended since it might inter- 
fere with universal coverage — a socially desirable 
goal. But when resource transfers between levels of 
education arid from other sectors are impossible 
for administrative or political reasons, increased 
user charges for primary education could increase 
efficiency within schools, especially if that revenue 



stays with the school where it was raised: Where 
administrative rigidities, such as those governing 
teachers' employment, have prevented the reallb- 
catidri df resdurces amdrig the varidus school in- 
puts^ the extra revenue could be used to increase 
such crucial inputs as textbooks or other teaching 
materials; 

For example, in rUral Mali, where orie df three 
schools has no textbooks at all (Birdsall 1983a), 
increasing primary school fees by 10 percent 
would allow schools to double the average number 
df bddks per class and to provide at least drie bddk 
fdr classes that currently have none. In a few couri- 
tries, user charges have been used to finance part of 
the recurrent costs of education. In Lesotho, all 
textbook costs at the primary level arc financed 
frdrii fees (Ainswdrth 1984). In Malawi in 19833 
primary school fees were raised by as much as 50 
percent in some grades. About 80 percent of the 
fees collected at the primary level is used to buy 
textbooks arid writirig and teachirig riiaterials. The 
remaining 20 percent covers the cost of repairs, 
water, electricity, and other consumables. Al- 
though the fee increase was substantial, a recent 
study (Gdverririierit of Malawi 1984) shows that 
overall primary enrollments dropped by only 2 
percent as a result. 



Effects 



o h Eq ui ty 



Expanding primary education through increased 
private contributions in higher education would 
enable those who are ridW denied even b?sic edu- 
catipri td acquire literacy and numeracy. Equality 
in the distribution of public expenditures on edu- 
cation would improve dramatically. 

In developing countries, 71 percent df the people 
leave their schddl-age years with either rid schddl- 
irig or at most only primary schooling. Corre- 
spondingly, they will obtain benefits amounting to 
only 22 percent of the public expenditure on edu- 
catidri. This share wduld rise to 64 percerit if user 
charges were introduced to recover all the public 
costs of higher education and if the resources thus 
freed were used to finance additional places for 
thdse whd are ndw deriied access (Mirigat arid Tan 
1985a). This redirection of public expenditures 
would particularly benefit those from lower-in- 
come groups since they are most widely repre- 
sented at the primary level. 
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The overall effect of a change in the distribntion 
of public expenditures on education accumulated 
in the primary, secondary, and higher_educatioh 
can be determined by cpmparirig the Gihi coeffi- 
cient corresponding to the existing situation with 
that associated with the increased provision of pri- 
mary education through full cost recovery in 
higher education. (A Gini coefficient value nearer 0 
represents more equal distribution and a value 
nearer to 1 represents more unequal distribution of 
public educational resources.) Table 14 shows that 
in all regions the Gini coefficient of the distribution 
of public expenditure on education drops dramati- 
cally; thus, such a policy would make the distribu- 
tion of public resources for education much more 
equal. For the developing countries as a group, the 
change in the Loreriz cUrve is shown in figure 2. 

An important caveat is in order Here. Within 
higher education, introducing fees might force 
some of the poorer students to end their studies. 
But the potential loss of equity within higher edu- 
cation must be weighed against the overall equity 
gain that will result from substantially increasing 
primary coverage. Moreover, any adverse affect 
upon equity within higher education can be miti- 
gated, if riot rieutralized^ with selective scholar- 
ships or fee exemptions for low-income students. 
CTTie same argument holds true for fee increases in 
secondary education; see the exaniple iri box 7.) In 
some Latin American countries, university fees are 



Table 14. Gini Coefficient of the Distribution of 
Public Expenditure on Education, Major World 
Regions^ around 198Q 

Ciftt coefficient 



A fter reaUdcatioyi of all 
^^'gj^cr ej^ji cat io it subsidies 
Region Actual to primary educa tion 



Anglophone Africa 


0.57 


6.27 


Francophone Africa 


0.82 


0.45 


South Asia 


0.65 


6.32 


East Asia and Pacific 


0.50 


0.15 


Latin America 


0.50 


0.26 


Middle East and 




North Africa 


0.57 


0:22 


beveioping countries 


0.60 


0.27 


Developed countries 


0,22 


0.04 



Np/^* _The reaJiQcation is assumed to correspond to the intro- 
ductipn. of full cost recovery in Jiigher education. 
Source: Mingat and Tan (1985a). 
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pegged to farhiiy incdrrie^ so that poor students pay 
lower tuition fees than the more wealthy. Another 
way to avoid adverse equity Implications is to in- 
stitute loan schemes or other credit markets for 
education. 

Expanding primary education through user 
charges in higher education will also improve the 
future distribution of income. This policy enables 
workers who would otherwise have been iliiterate 
to increase their earnings. For example, in eleven 
developing countries (Chile, Colombia, Ghana, In- 
dia, Israel, Kenya,^ Malaysia, Mexico, Nigeria, 
Philippines, and Uganda), primary education, bri 
average, more than doubles the earnings of pri- 
mary school graduates relative to that of illiterates 
(Psacharbpoulos 1973, p. 185). 

In other countries, the extra funds from in- 
creased fees in higher education would permit an 
improvement in the quality of primary schooling. 
Iri Latin America, for example, enroHmeht in pri- 
mary education is nearly universal, but many stu- 
dents drop out before they complete this cycle of 
study; such pupils dfteri lapse into illiteracy. If the 
quality of their education were improved, children 
might remain in school longer and learn more. The 
improvement in school quality would enhance eq- 
uity by benefiting those at the lowest rung in the 
educational ladder arid by reducing the incidence 
of dropout^ a problem more common among chil- 
dren from low-income families. And among those 
who still drop out, the higher quality of their edu- 
cation might help therii to acquire more knowledge 
before they leave school and to retain more of 
what they have learned. 

In some countries, primaty education is univer- 
sal and of rejatively high quality. Iri that case, extra 
funds frbrii increased fees iri higher eaucation 
could be used to expand secondary schooling or 
selected fields in higher education. Increased access 
would improve equity at these levels. Arid if some 
of the extra furids were used to provide scholar- 
ships for students from poor families, equity 
would be improved still more. 

Student Loans arid Selective Schoiarships 

Increasing private costs might keep qualified stu- 
dents from poor families out of school unless they 
have access to loans or grarits for their education. 
Because few developing countries have well-func- 

30 



Figure 2. Distribution of Cumulative Public Expenditure on Education before and 
after a Policy Ghange, Developing Countries, around 1980 




tibning capital markets and because students lack 
collateral, many individuals cannot borrow to fi- 
nance tfieir own or tfieir cfiildren's education even 
though the returns on such investments are high. 
Tuition increases arid the elimiriation of allow- 
ances in higher education could be supplemented 
by student loan schemes to improve individuals' 
access to financial credit. In addition, selective 
scholarships could reduce the loari burden on 
poorer students arid provide performance incen- 
tive. The design of loan programs and selective 
scholarship schemes should be tailored to suit each 
country's conditions. 

Creation of a Credit Afarket for Education 

Without well-functioning commercial credit mar- 
kets, people must often borrow funds from rela- 



tives, friends, or moneylenders. These sources of 
credit are inefficient since the ability to borrow 
depends on whom the borrower knows arid 
whether willirig leriders can be found. 

In some countries, commercial credit markets 
work well, but people still face difficulties in bor- 
rowing to finance education or training. Extensive 
financial regulation riiay liriiit the total supply of 
leridable funds in the economy, and private banks 
may be unwilling to lend to students. Education is 
a particularly long-term investment, and risks are 
high because few studerits have acceptable cbilat- 
eral and graduates may be unable to repay loans if 
they are ill or unemployed. Then, too, many devel- 
oping countries lack the legal or administrative 
framework to enforce firiaricial contracts effec- 
tively. The administrative costs of collection tend 
to be high because graduates are mobile. Many 
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cbmmercial Banks are simply too smajj to absorb 
these high risks and costs without charging pro- 
hibitive interest rates. 

Gbverhments can play an important role in aUe- 
viating students' difSculties in obtaining educa- 
tional credit. Whether they make the loans or in- 
sure commercially loaned funds, governments are 
big enough to absorb risks that private lenders 
cannot or w^ll not bear, in addition, cojlectidi; 
repayment may be less problematic since most 
graduates can be traced through the government 
bureaucracy or through the income tax system. If 
loans are under governmental authority, employ- 
ers jnay also be willing to make deductions from 
former students' salaries for loan repayment. Some 
types of loans, such as those for medical studies, 
could be repaid through national service in de- 
prived areas of a country. 



In several developed and developing countries^ 
governments already provide educational credit 
(box 8). Some state-owned banks provide student 
Idahs^ particularly ^or higher education. In some 
instances, a government-Backed guarantee encour- 
ages private banks to provide student loans. Such 
schemes are popular among students in many 
countries. In the United States, lending to students 
under government guarantee has also been higlily 
popular among commercial banks. Since the Guar- 
anteed Student Loan Program vvas established in 
1965, more than 20 million students have bor- 
rowed to finance their stuHies. in 1984-85, the 
program served 3.4 million students — some 28 
percent of all American pdstsecdndary students. In 
some developing countries, loan programs have 
also expanded rapidly. In Colombia, more than 
30,000 student loans were awarded in 1984 for 



Box 8. Students in Many Countries Can Get Loans 



^" J^^^^. thirty countries, students can bor- 
row to pay tuition fees or to meet living expenses 
while they are enrolled in higher education. 

Governments in several developed countries, in- 
cluding Canada, the Federal Republic of Germany, 
Japan, Sweden, and the United States, provide most 
financial aid to students as loans. Student loan pro- 
"^ost Latin American countries, in 
some African countries (Kenya, Lesotho, and Swa- 
ziland), and in some Asian countries (India, Malay- 
sia^ Pakistan, Singapore, and Sri Lanka). 

Because many of the loan programs were de- 
signed primarily to expand educational opportuni- 
ties for the poor, the interest charged is generally 
bebw market rates. Although these programs rely 
heavily on public funds, some developed countries 
have begun to recover the cost of the loans. For 
example, the U.S. government's new program (Par- 
ent Loan for Undergraduate Students, or plus) pro- 
vides little subsidy, and the German government 
has replaced student grants with loans as part of its 
policy to reduce public expenditure. 

J^?P^^*X"^^ J" ^'^^^ developed arid developing 
countries has shown that student loans are feasible, 
despite the problems associated with high default 
rates and the decapitalization of programs that oc- 
curs because real interest rates in some developing 
CbUritries are low or even negative. Such problems 



P'^S^c other sectors, includirig agriculture and 
housing, and they are surmountable. The ariswer is 
riot to abandon educational credit but rather to im- 
prove the efficiency of credit institutions and their 
mechanisriis by aligning interest rates with those 
that prevail in the free market and by improving 
collection procedures. 



Number of Outstanding Student 
Loans, Latin America, 1978 



Country and udmi* or acrouytn 

Argentina (incf) 
Bolivia (chjep) 
Brazil (apkub) 

_ {eaixa Ecdnomich Federal) 
Chile {Catholic University) 
^^^'^'"bia OcHTKx) 
Costa Rica (conapi:) 
Dominican Republic (fch) 
Ecuador {n:cK) 
El S a I V a do r { Ed u cr ed \to) 
Honduras jfEducredito) 
Jamaica {Students' I.dan Bureau) 
Nicaragua {Educredito) 
Panama {ifarhu) 

I^T" jiNABltCj 

Venezuela {Educredito) 

{SACOKDO) 



(hitstatniutiz stuiU'ftt loans 
{mtmher) 

I,4D0 
- 476 
.3,084 
354,588 
1,982 
53,865 
1,286 
10,097 
15,803 
2,350 
1,740 
6,875 
630 
5,800 
274 
2,866 
2J70 



Source: Woodhall (1983): 
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fiigfier education, nearly all for local study. Maiiy 
students in other Latin American countries also 
borrow to finance their studies (boxes 8 and 9). 

Critics of loan schemes argue that tney are diffi- 
cult and expensive to administer. The two rhain 
proBlerns are high default rates and the fiigfi costs 
of collecting small loans over ten years or rriore 
from highly mobile graduates. But experience 
shows that these problems are sometimes exagger- 
ated. In the United States, default rates on student 



loans have fallen in recent years. When allowance 
is made for funds collected on previously defaulted 
loans, the net annual default rate in 1981 was only 
4 percent^ which ccmpares vvell with default rates 
on other forms of credit (Hauptman 1983). In de- 
veloping countries, defaulting is more difficult to 
evaluate since loan schemes are relatively hew. But 
in some countries in Latin America, where experi- 
ence with loan schemes has been extensive, the 
incidence of default or late repayment has Been 



Box 9; Student Loans Can Work: The Examples of Colombia and Barbados 



The first student loan in Latin America was made 
in 1953 by the Ihstitutb Colombianb de Credito 
EdUcativb y EstUdibs Techicos eh el Exteribr (ICE- 
TEX), which was established to provide loans first 
for postgraduate study abroad and later for higher 
education in Colombia. 

Between 1953 and 1963, only a few hundred 
loans were awarded annually, but by 1968 the 
number had increased to more than 4,500 loans a 
year. In 1984, loahs tbtaled more than 30,000 ahd 
covered about 10 percent of all university studerits. 
Recently, loans in which repayment is borne partly 
by the students and partly by rfieir parents have 
been introduced. 

The rate of interest charged on student loans var- 
ied with the income of the graduate and repayment 
period. The iriterest was usually belbw the market 
rate, however, and because inflation rates have been 
high in Colombia in recent years, the graduates 
were paying a negative interest rate; Because of a 
rapid increase in lending, icetex depends on gov- 
ernment funds, but in 1979 nearly US$150,000 (or 
20 percent of icetex's total income) came from 
loan repayments. 

In Barbados, the Studerit Loan Revolving Fund 
was established in 1977 with the help of a loan 
from the inter-American Development Bank; Be- 
tween 1977 and 1982, ^ome 118 loans were pro- 
vided to students for higher education or postsecon- 
dary training. A tracer study conducted in 1982 
shows that mbst borrbwers had completed their 
studies ahd that 87 percent were wbrkihg ih Barba- 
dos. Eighty-eight percent of the loan /ecipients 
came from families with incomes below USo9i0bb; 
after completing their studies, 65 percent earned 
more than that. After repaying the loan, a student 
could expect a private return of 26 percent on uni- 



versity education and 33 percent on postsecondary 
technical education. 

The student loan program is considered a success 
ih Barbados. Arrears are low, ahd m 1982 interest 
payments by graduates covered all administrative 
costs; 

The government of Barbados plans to expand the 
student loan program by eventually converting its 
entire schplArship program^ which in 1981—82 cost 
almost US$670, OOOj into a mixture of loan and 
graht, depehdihg bri the studeht's cburse bf study 
and level of income; Students in vocational second- 
ary education would receive 50 percent grants, un- 
dergraduates would receive 25 percent grants, and 
graduate students would receive none; all remain- 
ing funds would go put as loans. The planned loan 
scheme would enable Barbadbs to reduce exjjehdi- 
tures fbr schblarships ahd shift subsidies from 
higher education to secondary education. Addi- 
tional resources would be saved by giving teachers 
in-training loans instead of increased salaries. 



Box Table 9. Growth bf Ediicatibhal Credit 
Provided by Colombia'i^ iCKiEX^1953-~&4- _ 



Year 


Hor study ijhroiui 


l-or study itt (.Vj 


1953 


_74 


_Q 


1958 


217 


177 


1963 


277 


907 


1968 


751 


3,780 


1973 


280 


14,145 


1978 


741 


21,639 


1981 


619 


16J7\ 


1982 


873 


25,856 


1983 


741 


22,546 


1984 


996 


29,206 



Source: Woodhall (1983, p. 30) and World Bank data. 
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low (WdbdHall 1983), In Gosta Rica, only 0.5 per- 
cent of tfie cJeBts due for repayment in 197_8 suf- 
fered from such prdblems; in BraziJ, only 2 per- 
cent; in Cdidmbia^ Honduras, Jamaica, and 
Niexicd, between 5 and 1 1 percent. In Ecuador, 
Peru, and Venezuela, However, the rates df default 
were much higher. 

To some extent, the variatibri in default rates 
reflects differences in definition: a distinction is not 
always drawn between those who missed one dr 
two payments early on and those whd cannot or 
will not repay (Woodhall 1983^ p. 48). This mea- 
surement prdblem aside, high default rates some- 
times reflect poor recordkeeping by the loan 
agency or a failure to establish appropriate eligibil- 
ity criteria for loans. Weak students are more 
likely to drop out and not have enough earnings to 
repay their loans. A report on the Dominican Re- 
public concludes, for example, that "loan defaults 
occur almost exclusively amdng students who 
leave school before ... ifinishing] ... the 
course" (Aid 1981, p, 40). This finding parallels 
that in studies of credit schemes in other sectdis. 
Von Pischke and others (1983), for example, show 
that agricultural credit echemes tend to be success- 
ful in projects that are economically sound. In such 
prdjects^ substantial increases in farmers' incomes 
enable them to repay their loans. The selectidn df 
projects is therefore important to the success of the 
loan scheme. If education credit schemes are to 
succeed, eligibility must Be closely evaluated so 
that loans are provided only to students whd are 
likely to succeed in their studies. 

As for administrative costs, evidence from a few 
countries suggests that such costs are not exorbi- 
tant (Woodhall 1983)^In Sweden, the Central Stu- 
dent Assistance Committee (the state agency that 
administers student loans and other forms of assis- 
tance) calculated that in 1980-81 administrative 
cdsts represented only 1.8 percent of total expendi- 
tures on student aid. in the United States, the Con- 
gressional Budget Office estimates that in 1980 the 
annual cost of servicing student loans ranged be- 
tween 1.5 to 2 percent of the loan principal, com- 
pared with the usual range of 0.25 to 3.75 percent 
for housing loans. In Latin America, one study 
(Herrick and others 1974) shows that in several 
student loan institutions 12 to 23 percent of the 
total annual outlay was spent on administration. 



Yet researchers point out that administrative cdsts 
tend to be proportionately higher fdr growing in- 
stitutions and shouid fall in several countries as 
econdmies df scale increase. According to the aid, 
the estimated cost of administering student loans 
in the Dominican Republic is probably between 5 
and 8 percent of the average Idari df RD$ 1,000 to 
$1,500. 

Sd farj default and collection proBlems have 
been neither intractable nor universal in mdst de- 
veloping countries where student loan schemes 
have been established. Specialized institutions, 
such as ICETEX in Cdldmbia or the Student Revolv- 
ing Ldari Fund in Barbados, can Be viable. Experi- 
ence in other countries, including Brazil, Pakistan, 
and Sri tanka, suggests that cdmmercial banks can 
be induced td set up gdverrimcrit-guaranteed edu- 
catidnal credit programs. In vhe United States, a 
secondary market for student loans (the Student 
Loan Marketing Association, dr Sallie Mae) has 
significantly increased the vdlume of student loans. 
No secdridary market exists -n a developing coun- 
try, but some governments pass nontraditidnal 
sources of revenue on to banks to offer as student 
loans. For example, sdme of the proceeds of Bra- 
zil's natidnal lottery go to Caixa Economica Fed- 
eral fdr studerit loans. 

To date, few of the world's poorest countries 
have instituted loan schemes. Mdst Sub-Saharan 
African countries have opted for free higher educa- 
tidri with substantial cost-of-living allowances; 
thus there is need for student loans. A few that 
have tried simultaneously td raise fees and institute 
loan schemes have experienced difficulties, some- 
times fdr political reasons; for example, in Ghana, 
the policy reform in_1971 was unaccompanied by 
an adequate explanation of the scheme. Other 
countries, such as Kenya arid Nigeria, experienced 
problems in collectirig repayments. Evaluations in- 
dicate that repayment difficulties arose not because 
graduates could not generate enough income to 
repay the loans but because df faulty administra- 
tion (Woodhall 1983). Because building an effec- 
tive adriiiriistrative institution is a prerequisite for 
a successful loan scheme, educarional credit fdr 
[o^-income countries could be introduced ori a 
small scale. As the public becdmes more aware of 
it, and as administrators or even private financiers 
acquire more experience, tfie scheme could then be 
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enlarged gradually: In the transition, selective 
schblarships could be used more liberally to ensure 
access for deserving poor students. 

Commonly, student loans are subsidized: Bor- 
rowers pay little or no interest, and governments 
sdmetimes cover lenders' administrative costs. 
Such subsidies may be necessary initially to make 
student loans acceptable and to relieve hardship 
for families, unemployed graduates, or other dis- 
advantaged groups. But dependence on subsidies 
implies that loan prdgrarris will never become self- 
financed. In addition, subsidized loan schemes are 
less efficient than other methods of subsidization: 
since the subsidies are hidden, they are likely to 
reach groups other than the intended recipients un- 
less eligibility for such loans is carefully defined. 7/ 
a government wants to subsidize higher education, 
it should make direct grants. The experience with 
agricultural credit schemes is again instructive. In 
many schemes, a main cause of failure is the low 
interest rates charged on the loans (von Pischke 
and others 1983). Since there is a substantial grant 
element in the loans, the programs become decapi- 
talized over time and thus lose their viability. 

The Effect of Tuition Charges and 
toans on Cost Recovery 

This sectiph presents estimates of the cost recovery 
that can be achieved in higher education through 
student loans and increased tuition charges. The 
outcome depends on the fdlldwing factors: coun- 
try-specific conditions that influence the public 
cost of higher education per student, the profile 
of graduates' earnings, variations in repayment 
terms, and the incidence df drdpout, repetition, 
and default. 

Public expenditures and earnings for four major 
regions are expressed as multiples of the average 
per capita gnp in table 15. lt\ the two African re- 
gidns, the public expenditure per student is espe- 
cially high because it includes the direct costs of 
education as well as student allowances for living 
expenses. As shown in box 3, in many African 
countries, such allowances accourited for about 
half of all public costs of enrolling each university 
student. In Latin America and Asia, however, stu- 
dents are usually expected to finance their living 
expenses. 



Table 15. Public Exjjenditiire jper Stiiderit in 
Higher Education and Earnings of Graduates, 
Major Regions of the World, around 1980 













expcfuinurc' per 








studvYtt 








hi higher 


hariwt^s o f 






education'''^ 




Ratio 


Rcsiwft 


(!) 


(2) 


(2)/(l) 




Anglophone Afnicn 


9:1 


10:0 


1:1 


FraricbpHone Africa 


8.0 


19.4 


2.4 


Latin America 


1:2 


:3:4 


2:8 


Asia 


0.9 


4.0 


4.4 



ynit puy'!-\cxpenditurcs an^^ arc annual figures, ex- 
pressed as multiples. of per capita c Nr. 

__b, Includes students' allowances for living expenses; such allow- 
ances are a major component of public expenditure for higher 
education in Anglophone arid Francophone Africa, but iire negligi- 
ble in Latin Arnerica and Asia.- - - 
Source: Mingat and Tan {1986b). 



The data in table 15 provide a first indication of 
the feasibiUty of fully recovering public expendi- 
tures through a student loan scheme. In Asia, the 
relatively high ratio betvveen graduates' earnings 
and the public expenditure per student in higher 
education suggests that students could probably 
afford to repay the government for their educa- 
tion. The corresponding ratio for Anglophone Af- 
rica, however, is relatively IbWj indicating that stu- 
dents there would be likely to have greater 
difficulty in repaying loans equivalent to all the 
subsidies they now receive from their govern- 
ments. 

How fully costs can be recovered under a loan 
scheme depends crucially on the repayment terms. 
It is in the government's interest to keep the repay- 
ment period short so that the loan scheme becomes 
self-financing rapidly. The student^ however, 
wants a long repayment period so that the debt 
burden does not Become insupportable, especially 
during temporary unemployment or the extended 
job search that often fblldvvs graduation. The 
terms a particular country can offer are strongly 
influenced by the political acceptability of the cor- 
responding debt burden and by the administrative 
feasibility of keeping track of borrowers over an 
extended period. 

The calculations presented in tables 16 and 17 
simulate a range of outcomes corresponding to 
various repayment periods and to the proportions 
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Table 16. Student Loans in Africa: Percentage of Iriitial Loan Recovered under Various Repayment 
Terms, with Og^tiitiistic arid Cbhservative Assumptidhs, airQund 1 980 
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Nor^^_C_aJcuJangn_s assurne a 5 percent reaj rate of interest: Figures over 100 percent can be interpreted in one or all of the foilowinc ways: 
Cala .smal er. proportion of income allocated for loan repayment would achieve full cost recovery; (b) a shorter repayment period would 
achieve full cost recovery; or (c) graduates would have the financial ca^acitv to repay a larger loan. 

^a. Optimistic assumptions: all students complete their studies on time {that is, without repeating or dropping out)* they start repayiric 
their loans immirdiately after graduation, without the benefit of a grace period; the default rate is zero. 



• ^servative^ssumptions: 20 percent of the intake compiete their studies on time; 30 percent repeat one year; 20 percent repeat tw< 
P^r""i '^^°P-°"^^"^'' year; and 10 percent drop put after two years; all borrowers enjoy a grace periocTof two years- th 
rauli rate is 15 percent [that is, 15 percent of the borrowers fail to repay their loans) 
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defauli 
Source: 
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Mingat and Tan (1986b). 



of a graduate's current income allocated for loan 
repayment. They are based on the public expendi- 
ture arid salary structures shown in table 15 and 
they take into account that the graduates' incomes 
tend to increase with age. The simulatibris assume 
that a 5 percent real interest rate is charged on the 
loans. Two sets of results are reported. The first set 
corresponds to simulations under the optimistic 
assumptions of no repetition, no dropout, rio grace 
period, and no default. This indicates the maxi- 
riiurii possible rate of cost recovery for given terms 
of repayment. The second set of results, in tables 
16 and 17, is for simulations under conservative 



assumptions r only 20 percent of the intake corii- 
plete their university course bri time, while 30 per- 
cent repeat one year, 20 percent repeat two years, 
20 percent drop out after one year, and 10 percent 
drop out after two years: It is assumed that all 
borrowers enjoy a grace period of two years. The 
default rate is assumed to be 15 percent. 

The results for Africa assume that the loan given 
equals the current public expenditure per student 
in higher education (table 16). Such a loan would 
be large enough to cover all tuition and living ex- 
perises. The simulations indicate, however, that a 
loan of this size would probably not be fully re- 



Table 17. Student Loans in Latin America and Asia: Percentage of Loan Recdyered urider Various 
RepayiTieriL_Terms, with Optimistic and Conservative Assutgptioris^ arou_nd_1980 



optimistic assumprioxts: Conservative assumptions: 

^_^^^S^y{f S^^^^^^ share of grcduates' 

artftual income to repay loa n _ annual income to repay loan 

Repayment — ■ 



Region {year s) _ S Percent U) Percent I S Vercott S Percent 10 Percent IS Percent 



Latin lb 42 84 126 26 52 

America 15 61 122 183 38 77 115 

20 78 156 234 50 99 149 

Asia 10 66 132 197 41 8"^ 

15 96 191 287 60 120 isi 
20 122 245 _ 368 78 156 213 



78 
15 
49 
123 



Note: See table 16 for explani.. on. 
Source: Mingat and Tan (1986b). 



cdiipeid under relatively easy repayment terms; For 
example, in Anglopfione Africa, if graduates were 
required annually to allocate 5 percent of their cur- 
rent income for loan repayment over ten years, 
only 16 percent of the loan would Be recovered 
under optimistic assumptions. In Francophone Af- 
rica, these repayment conditions i*nply a 36 per- 
cent rate of cost recovery. Since public expendi- 
tures per studenr in higher education are 
comparable in these two regions, the more favor- 
able outcome in Francophone Africa mainly re- 
flects the higher salaries graduates in this region 
receive, as indicated in table 15. Not surprisingly, 
the performance of the loan schemes worsens un- 
der the conservative assumptions. The rate of cost 
recovery — with the previous terms of 5 percent of 
current income allocated for repayment over ten 
years=drpps to only ID percent in Anglophone 
Africa and to 22 percent in Francophone Africa. 

As table 16 indicates, for full recovery under 
relatively easy repayment terms— say, less than ID 
percent of income oyer ten years — the loan 
amount would have to be reduced drastically. Stu- 
dents are hkely to commit themselves voluntarily 
to smaller loans if current subsidies are converted 
to loans since they must then bear the cost of any 
wastage personally. In some African countries, stu- 
dents' living expenses are estimated to be less than 
50 percent of their alldwances. Thus, the loan 
amount needed to finance higher education could 
be reduced by 25 percent on the assumptions that 
allowances account for half the total cost and that 
operating costs remain at current levels. Cbrre- 
spondingjy, all the rates of cost recovery reported 
in table 16 would increase by 33 percent. Given 
this possibiHty, student loan schemes look promis- 
ing as an instrument for cost recovery in African 
higher education, particularly in Francophone Af- 
rica. Students' inability to repay an excessive living 
allowance argues not against the loan scheme itself 
but rather for smaller student loans. In 
Anglophone Africa, the rate of cost recovery 
would nevertheless remain low. To improve it, 
complementary policies to reduce the operating 
cost of higher education, and thereby the size of 
loans to cover tuition, should be considered. 

The simulatibri results for Latin America and 
Asia shbvv that a substantial part of the current 
subsidies can be recovered through loans while 
keeping the repayment burden relatively low (table 
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17). (They are reported separately to emphasize 
that in these regions public expenditures cove- the 
operating costs of higher education but KOt stu- 
dents' living expenses.) In Asia, nearly all costs 
would be recovered if graduates were to allocate 
annually 5 percent of their current income toward 
loan repayment over fifteen years under the opti- 
mistic assumptions. In Latin America, these terms 
would enable gdverhments to recover about 66 
percent of the subsidies. As before, the rates of 
recovery would be lower if allowances are made 
for repetition, dropout, grace period, and default. 
The simulations shbvv that the rates would never- 
theless -emain substantial. 

Under an ideal loan scheme, students should be 
allowed to borrow to finance both tuition charges 
(which are set to cover full bperating costs) and 
their living costs. In fact, in Asia and to a lesser 
extent in Latin America, graduates could probably 
repay a loan that covers more than full tuitioji 
costs, as assumed in the calculations in table 17. 
For example, under the conservative assumptions, 
if Asian graduates annually allocated 16 percent of 
their income for fifteen years after graduation, they 
could finance all tuition charges as vvell as living 
expenses amounting to 20 percent of the tuition 
charjges^and more with somewhat stiffer terms. 
But is it poHtically and admniistratively feasible to 
implement the repaymer- terms needed to recbup 
the larger loan? Where such considerations pose 
no prbblems, and v^here the simulations in table 
17 show a cost-recovery rate exceeding 100 per- 
cent, the loan amount could be increased accbrd- 
ingly to enable students tb meet at least some of 
their living expenses. Providing larger loans would 
further widen poorer students' access to higher ed- 
ucation. 

Additional Efiects of Student Loans 
On Efficiency and Equity 

Apart from increased cost recovery, loan schemes 
havf other positive effects. Cbmpetitibn fbr places 
in hi^ er educatibri vvbuld no longer be limited to 
applicants who can pay at the time of enrollment. 
Since a larger number of highly motivated students 
would be able to compete for places, a better selec- 
tion of students fbr higher education is likely to 
result. One study (Pinera and Selowsky 1981) 
shows that by enabling qualified students from 
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poor families to enter higher ediicatidrij a well- 
functibriihg loan scheme can generate substantial 
efficiency gains, though the size of such gains var- 
ies by country. Another study — of Argentina, Co- 
lombia, and Panama (Herrick and others 1974) — 
finds that students with Idaris are more likely to 
complete their studies successfully, and in the min- 
imum time, than are nonborrowers. 

Loan schemes may also incorporate incentives 
by allowing students who complete their studies 
bri time or who attain high levels of achievement to 
write off part of their debt. In other words, for 
selected students part of the loan is converted to a 
grant. Such incentives have recently been intro- 
duced in Germany. In Barbados, the gbverrimerit 
plans to introduce a loan-grant program to replace 
the current scholarship program (see box 9). Nu- 
merous countries have experimented with incen- 
tives to encourage students to choose certain bccu- 
pations or subjects of study. Encouraging loan 
recipients to become teachers (say, by writing off 
part of their student debt) may be more efficient 
than generally increasing teacher salaries, which 
wbuld entail substantial extra costs throughout the 
education system. 

A system of loans is also much more equitable 
than the unselective subsidies that many develop- 
ing countries ribw use since under a Iban system 
those who derive substantial returns from their ed- 
ucation are required to help pay for it, as demon- 
strated in analyses of loan schemes in Kenya (Rog- 
ers 1972; Fields 1974) and Nigeria (Mbanefoh 
1980). In addition, loan schemes can incorporate 
special features that further promote equity. For 
example, in Honduras, the interest charged on 
loans varies v/ith a graduate's income, an arrange- 
meht that alleviates the hardship faced by those 
who are temporarily unemployed or who fail to 
obta in high-paying jobs, in general, a loan scheme 
can ensure that poor students who anticipate bene- 
fits but lack current means tb pay fees br living 
expenses are not excluded. Such a scheme gives 
families or students access to finance when needed 
and enables them to repay the debt when they can 
afford it. 

Selective Scholarships 

Loan schemes can help students to finance the pri- 
vate cost of higher education. But they cannot en- 
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tirely replace scholarships, as a source of financial 
aid, especially for qualified students from very 
poor families. 

Scholarship programs remain important because 
they ease the trarisitibri to greater cbst recovery in 
higher education. But their design necessarily var- 
ies from country to country. When the increase in 
fees is steep and rapid, and when loan schemes 
have not started, it would be apprbpriate initially 
tb a vbid bverly restrictive criteria for selecting 
scholarship recipients. B^t greater selectivity might 
be called for if the fee increase is modest and im- 
plemented gradually, if loans for education are 
easy to obtain, arid if most students in higher edu- 
catiori come from wealthy families. 

Scholarships are also desirable for influencing 
individual decisions to invest in education. Even in 
countries where loan schemes are well established, 
sbme people might be unable to obtain credit— not 
because they lack academic potential but because 
they are considered high-risk borrowers. Such per- 
sons tend to come from the poorest families. 
And beirig gerierally mbre risk-averse than people 
from vvealthier families, they are less likely to 
borrow for education, even if loans are avail- 
able. By reducing some of the risk, scholarships 
can provide the incerttive the poorest fannihes 
need tb apply for higher education. Improved 
efficiency in student selection results since a 
larger pool of candidates is able to compete for 
admission. 

Selectivity— based on economic need and 
merit — is an indispensable feature of all scholar- 
ship schemes. It is important because providing 
more scholarships in higher educatibn diverts re- 
sburces from, say, primary education, where the 
social returns might be higher. In addition, al- 
though scholarships can improve equity in higher 
edu ration, they do so at the cost of fewer resources 
fbr lower levels of education and, therefore, less 
improvement in equity in the education system as a 
whole. 

Selectivity is not always easy to put in practice, 
however. Fbr example, determiriing eligibility fbr 
selective scholarships based on financial need is 
difficult without accurate income data. But other, 
simpler ways of identifying the needy could be 
used, depending on the ibcai coritext. Ellgibiliry fbr 
scholarships could be restricted, say, to groups 
broadly defined by geographic region, parents' oc- 



cupatidrij and eligibility for other forrris 6F govern- 
ment aid. 

Decentralized Education tfirougfi Private 
and Gommunity iSchoojs 

Most schools in develdping countries are owned, 
administered^ arid financed by central govern- 
ments. Private and locally run schools are tightly 
controlled and sometimes even prohibited. Al- 
though monitoring, irispectidri^ or accreditation 
may be needed to expose fraudulent institutions 
arid ensure that schools promote national unity, 
unnecessarily high or rigid standards inhibit the 
decentralization of educational services— an un- 
fortunate result since decentralization allows more 
local resources to be mobilized for education. 

Easing Restnctions on Private 
and Locally Run Schools 

Restrictions on schools could be eased in several 
ways such as lifting outright prohibitions (wi.ere 
they exist) arid allowing private and local schools 
greater freedom in setting fees, selecting curricula, 
and hiring teachers. In many countries tdday^ na- 
tional policies dr the state constitution prohibits 
private schools and universities. For example, 
Cdrigb, Ethiopia, and Nigeria have abolished or 
have attempted to ban private schools thrdugh leg- 
islative action (Cowen and McLean 1984). 

A rndre cdrrimon restriction dri private schools is 
the imposition of norms regarding fees, the hiring 
of teachers, teachers' qualifications and salaries, 
curriculum content, arid student selection. Such 
regulatidns can stifle private education; the key is 
the degree of regulation. In Cameroon, Chile, and 
Cojombia, for example, the governments deter- 
mine the fees charged by private schools (Schiefel- 
bein 1985). Other countries, such as Jordan and 
Zambia^ have simply declared that all primary ed- 
ucation must be free. In some countries, restric- 
tions apply not only to schools owned by individ- 
uals or religious institutidns but alsd to those 
operated bv coriimunity groups — parents, neigh- 
bdrhddd associations, occupational guilds, or even 
entire local political subdivisions, such as villages 
or districts. 

Such constraints often prevent private and local 
schools from responding adequately to their con- 
stituents' changing needs. As a result, not enough 
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school places are dffered^ arid the type arid quality 
df educatidri riiay riot be what parents and students 
want. To counteract this inefficiency, central au- 
thorities could loosen (but not necessarily give up) 
their administrative arid financial cdritrol over^^du- 
catidrial systeriis. Schddls would then be account- 
able to both central authorities and local groups, 
including parents, villages, neighborhood associa- 
tions, and other forms of local gdvernriierit. 

CdmmUriity-ruri schddls could be organized and 
adriiihistered by recognized local governments: 
These bodies should also be given the freedom to 
iiiobilize additional resources through fees and Id- 
eal levies. Withdut this latitude, they would de- 
perid top heavily on the federal government for 
finaricial assistance. The central government can 
become a financial catalyst, allocating financial as- 
sistance as a reward fdr Ideal fundraisirig. 

Andther impdrtant consideration in allocating 
central government assistance is its impact on eq- 
uity. In a decentralized system, the distribution of 
educational services could reflect the ability df Id- 
ealities to generate resources. Since this ability var- 
ies, ceritral authorities could grant compensating 
subsidies to reduce the disparity between rich and 
poor communities: To ensure that rich cdmmUrii- 
ties still have sdme incentive td generate their own 
iresdurces, these trarisfers could be coupled with 
some matching grants. 

The reforms suggested here are feasible. In Paki- 
stan, for example, private schddls are dnce again 
being alldwed to dperate^ thus reversing the com- 
preherisive nationalization of educational insti- 
tutions in 1971 (box 10). A privately endowed 
university for science and technology is being 
established; it vvill have complete freedom to deter- 
riiirie the coritent and duration of studies, the crite- 
ria for student admission, tfie salary and qualifica- 
tion of teachers, and the tuition fee. In China, after 
decades of state cdritrdl^ private language and tu- 
tpririg schools have receritly been allowed to open. 
China has also announced plans to decentralize the 
public school system further. In Brazil, India, Mex- 
ico, and Nigeria, the respdrisibility for firiancing 
priniai v arid most secondary education has already 
beeri delegated to state and local governments, 
though major reforms are needed to give the lower 
tiers of government fiscal authority cohimensurate 
with their responsibility (Mahar and Dillinger 
1983; Tilak 1984). 
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In some African countries, community schb'jis 
are hot considered a part of tBe public system, 
although they are an important vehicle of decen- 
tralization. An example is Kenya's hdr dm bee 
schools, in which a large prdpbrtibn of secondary 
school students are enrolled. In such schools, pri- 
vate assistance is mobilized through cash and labor 
contributions to cover operating costs and school 
construction (box 11). Another example is the 
ujaindd decentralization movement of Tanzania, 
which allows communities considerable control, 
although the national government still plays a pre- 
dominant role as administrator arid firiaricier of 
teachers' salaries. Other examples are more limited 
pilot projects: the Philippines' barno high schools, 
in which vocational students and their parents are 
assigned tasks to generate revenue; the Mothers' 
Clubs of Kbrea^ and the Builders' Brigades of Bo- 
tswana, in which technical students learn as they do 
contracted jobs in the community (Kulakow and 
others 1978). These isolated efforts indicate that 
more systematic arid vvidespread applications of 



community-based financing of education are feasi- 
ble and worth expioring. 

The policy bptibris cbrisidered here suggest a 
rieed tb relax, riot abrogate, central government 
authority. First, for newly emerging nations where 
national unity is still fragile, fairly rigid standards 
regarding curricuia riiay be rieeded. Secbrid^ deceri- 
tralizatibri, whether through private, community, 
or local public schools, will give parents and stu- 
dents a greater role in choosing the quality and 
type of education they want and the riiearis bf de- 
livery. Tb chbbse wisely, they must have iriforma- 
tiori about educational alternatives: An Important 
role for the central authorities would be to provide 
this information. They could, for exarripTe, display 
the results bf comriibri systeriiwide examinations 
or withhold accreditation for noncomplylng 
schools (without necessarily prohibiting their op- 
eration): In secondary and higher educatiori, it 
may be Useful to provide the results of tracer stud- 
ies across schools to show what types of jobs grad- 
uates obtain. 



Box ID. Policy Reforms Have Begun in Pakistan 

The following extracts from Pakistan's sixth five- 
year plan (1983-88) highlight proposals to reform 
the country's education system: 

"Three main issues have a major bearing on the 
Sixth Plan education program. One of them, wh i 
mainly applies to basic education, is involvement of 
local bodies in planning, management and mainte- 
nance of educational facilities. 

"The second basic issue is of user charges which 
applies to all levels of education but especially 
higher education. It is intended to recover a sizeable 
part of the costs of education through the introduc- 
tion or enhancement of fees. The Scholarship pro- 
gram will be expanded so that no underprivileged 
students are kept out of schools, and the meritori- 
ous out of colleges and universities, for want of 
finances. 

"The third issue is that of the role of the pri- 
vate sector. It is proposed to return the existing 



schools to the original owners wherever it can be 
ensured that the quality and coverage will not suffer 
as a result. 



"Special monetary aild nonmonetary measures 
will be adopted to motivate and encourage the pri- 
vate sector to participate fully in the development 
of education facilities, and funds have been ear- 
marked for extending grants-in-aid for supporting 
private effort in establishing educational facilities." 

Since the government of Pakistan decided to lift 
the ban on private education, private institutions 
are booming again. For example, "a group of La- 
hore mothers, tired of the poor education their chil- 
dren were receiving, decided to start their own 
school. Today, the school is one bf the most sought 
after in the city" (Fur Eastern Economic Review^ 
April 12, 1985). The school's financial viability and 
the demand for places demonstrate that parents are 
willing to pay for the kind of education they want 
for their children. 
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Box 11. Nbri traditional Methods of Cost Recovery Can Be Used 



The lackj)f a monetjzed economy need not be a 
barrier to mobilizing private resources for educa- 
tion: users can pay for educational services in kind. 
In the Plateau Province oi Nigeria, for example, 
schbdl principals accept foodstuffs from parents 
who cariribt pay their children's fees in cash (New 
Nigerian, February 6, 1985). In other African coun- 
tries, communities contribute labor to cover capital 
and, in some instances, the recurrent costs of run- 
ning schools. 

Community participation in education is exem- 
plified in Kenya's hqrambee (or self-help) schools. 
In 1981-82, about 20 percent (more than 82,000) 
of all secondary school students went to harambee 
schools that received no gbverrimerit aid; another 
2G percent went to harambee schools that did. Pub- 
lic subsidies to aided schools covered only about 18 
pLerceht of the. unit costs of educating a student 
(Bertrand and Griffin 1984, p. 42). Some 40 percent 
of secondary students went to harambee schools 
that accepted not only cash to cover operating costs 
but also local materials and voluntary labor for 
building the schooh After initial reservations, pdli- 
cyinakers have begun to rely on harambee 
schools — whose activities range from erecting, 
staffinji and maintaining primary and secondary 
schools to establishing postsecondary institutes of 



science arid techriblbgy— to cbmplemerit govern- 
merit-run iristitiltibris (Keller 1983). A cbmmittee of 
members of the local community mariages the 
school and determines the type of support parents 
will give, sometimes imposing monetary fines in lieu 
of labor. The committee also keeps the parents in- 
formed about school affairs (Roth 1984, p. 34). In 
an isolated part of the Nyeri district, fcr instance, 
4,000 residerits cbritributed their labbr to build the 
kenyana High Schbdl in 1965. The cost of mate- 
rials was kept to about half the nbrmal costs bf a 
government school by using simple design and local 
resources (Roth 1984, p. 42). 

Other innovative financing schemes are based on 
iricome-gerierating activities by students and their 
families. Iri mariy elementary schools in Africa, stu- 
dents mairitairi iricbme-earriirig farms. In one 
Rwanda*! school that has brily brie plbt, eight- arid 
nine-year-old students were able to grow $120 
worth of potatoes — six times what the school re- 
ceived in government grants — and use the profits to 
purchase equipment (Kulakow and others 1978, p. 
15), _ 

Although riiariy bf these examples represerit pilbt 
projects, they do indicate families' willingriess to 
pay for education in whatever "coin" they possess. 



Subsidizing Studehts and Their Fawilies Directly 

As discussed, public subsidies are cbriiriibrily chan- 
neled through schools. Althbugh most subsidies go 
directly to public schools, some countries (mostly 
in Anglophone Africa) channel a small portion to 
private or iocally financed schools (box 12). Most 
such subsidies are uniformly distributed according 
to preset funding formulas that do not provide 
incentives for schools to use inputs efficiently or 
for the most qualified children to seek enrdllmerit. 

Alternatively, education subsidies could be given 
directly to students arid their families on the basis 
of individual need and merit. Grant recipients 
should then be allowed to attend the school or iii- 
stitution of their choice. This approach >\ juld in- 
crease piarerital choice and institutional account- 
ability by encouraging schools to compete for 



students; It would probably improve the efficiency 
in the education system. In practice, however^ such 
a scheri^/e may riot be feasible in r ibst developing 
countries because, aside from other consider- 
ations, its administrative costs would probably be 
high. A more modest approach along these lines 
would be to distribute subsidies accbrdirig to the 
ecbnbmic need of localities or neighborhood 
groups. For example, rnral communities could be 
more heavily sutjsidized than urban neighbor- 
hoods. Local authorities could theri provide the 
educational services that theit constituents de- 
manded, through a combination of centrally pro- 
vided subsidies and local fevies (monetary and 
nonmonetary). 

Subsidies are distributed along these lines in Bra- 
zil (Mahar and Dillinger 1983); The same ap- 
proach has evolved since the mid-1970s in Chile's 
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JDdx 12. Public Subsidies Aid Private and Local Scfibbls 



In some developing countries, private schools are 
subsidized to varying extents; in Africa, a signifi- 
cant propbrtibn of private schools receive govern- 
ment assistance. During 1980-81, 9 percent of 
Kenya's total public budget for secondary educa- 
tion assisted private harambee schools built by local 
com^munities through self-help (see box 11). 
Schools assisted by the Kenyan government account 
for 35 percent of total private school enrollment 
(Bertrand and Griffin 1984, pp. 18-19): In Le- 
sotho, churches own and operate 97 percent of the 
primary and 86 percent of the secondary schools, 
though the gdverhmerit administers examinations, 
reviews and authdrizes curricula, dpens and closes 
schools, JnspecK the operatidn df all schddls, and 
trains, appoints, and pays teachers. A similar sys- 
tem operates in Mauritius. In Tanzania, the govern- 
ment recently made private schools eligible for sub- 
ventidris from Histrict and town councils. Although 
such schddls are required to follow government 



guidelines dri student admission, the gbvernment 
will hdt take dyer or manage them (Government of 
Tanzania 1984). 

In Asia and Latin America, state assistance fdr 
private schools is less prevalent. In the Philippines, 
for example, donations and grants cover only i per- 
cent of all revenues received by private schools; the 
resi comes from tuition fees. In Bolivia, Colombia, 
Mexicd, Peru, arid Venezuela, state subsidies are 
small, arid drily sdriie special schddls receive them 
(Monoz and Hernandez 1978). Nevertheless, sdme 
Latin American and Asian governments have begun 
to transfer more funds to private schools rather 
than expand public schools. For instance, in 1983 
Chile set aside 20 percent of the public educational 
budget fdr primary and secondary schools to be 
used iri private institutions. Indonesia is considering 
^ P1^S^3P1^^ expand enrollment by subsidizitig pri- 
vate schools. 



primary arid secondary educational systems. The 
administration and control of almost all the pri- 
mary scfiools outside metropolitan Santiago were 
transferred to the locai rilUriicipalities. The central 
gdVernriierit pays the municipalities a sum (calcu- 
lated to cover personnel and running costs) for 
each regularly attending student: The poorest re- 
gions receive up to twice as much as the richest^ 
and secondary schools 50 percent more than pn- 
rilary. Iri addition, Chilean municipalities are al- 
Ibwed to delegate school management to private 
organizations, subject to central government in- 
spection: 

Another option fbr targeting subsidies to poor 
students is through cross-suBsidization within 
private schools; In Latin America, especially 
Colombia, governments pressure private schools 
to provide free schooling for a limited 
riumber of low-income students: In some Latin 
American countries, Between 5 and 10 percent of 
private secondary students attend free (Schiefel- 
bein 1985). Clearly, however, private scholar- 
ships cannot be expanded indefinitely in this 
manner. 
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increasing Competition among Schools 

As riieritioriedj easing restrictibns on private and 
cbmmunity school operations, as well as channel- 
ing suBsidies through parents and students, iri- 
creases compedtidri ariiorig schddls. Iri turn, 
cdriipetitidri increases the numbers of edu- 
cational services, lowers costs, and gives par- 
ents or students a wider choice of schools. In- 
creased competition within the system means 
higher efficiency thrdugh greater managerial ac- 
countability. 

Rigorous comparisons of the relative efficiency 
of public and private schddls are difficult '-o riiake 
because ^liality is variable. But studies do show 
that in Chile, for example, students in private 
schools achieve more academically than those in 
state schools after differences iri sdcioecdndriiic 
backgrdUrid are taken iritd accdurit (box 13). Simi- 
lar results have been obtained in Bolivia and Para- 
guay, where students in private schools attain 
higher levels of achievement relative td public 
school students, even though private enrollees cost 
less per student to educate (table 18). 



A2 



Box 13. Private Schools Can Be Good Schools 



Drastic reforms in Chilean education in the mid- 
1970s led to the privatizatibri and decentralization 
of school administration. Fdiir types of schools are 
in operation: 

. Private fee-paying schools, which recoup all 
their expenses from tuition fees 

• Public schools, in which teachers' salaries and 
other expenses are paid directly by the Ministry of 
Education 

• Municipal schools^ which receive a state sub- 
sidy based on student attendance to cover all their 
costs and whose headmasters are appointed by the 
local authority 

• Private, subsidized schools, whose headmas- 
ters are chosen by the school board. 

in national examinations in 1982, private school 
students in Chile scored higher than those of similar 
background attending other schools. And where the 
headmaster has some power to distribute the subsi- 
dies received (as in private subsidized schools)^ stu- 



dent achievement was at least as high as in munici 
pal schools. 

Box Table 13. Index of Student Achievement in 
Mathematics, by Type of School and Socioeconomic 
Background, Chile, 1982 

Mean scores 



Region and Vrivate 
socioeconomic fee- - - Mtinicipal Private 
status — />dym^ PuhJic — sOlfsldized subsidized 



Metropolitan 
Santiago 

High 77:3 75.9 64:7 64.3 

Middle 712 53.4 53.5 57.0 

— 50 0 49.5 51.« 

Rest of the country 

High 75.5 6J.5 61.8 69:7 

Middle 7U0 52.6 53.7 57.9 

l-ow — 47.9 45.6 44.8 



— Not available. . . _ 

Sotirce: Schiefelbeih (1985). tablr 3i. 



Another issue bearing on private school expari- 
sidn is whether it adversely affects equity or pro- 
motes elitism. If supplemented by selective scholar- 
ship schemes, the policy options advocated here 
are likely to mitigate such adverse effects. In Peru, 
private school fees for primary and secondary 
education are sometimes as high as US$485 a 
year. Not surprisingly, most students who attend 
are from wealthier families. But poorer students 



Table 18* Cost-Effectiveness of Private and 
Public Schools in Bolivia and Paraguay 

( IndiTX: p uhlir = WO) 



Country Achievement 

and — 

scfjool type Unit cost Reading Science 



Bolivia 



Public 


100 


100 


100 


Private 


89 


121 


130 


Paraguay 








Public 


100 


100 


100 


Private 


74 


121 


106 



Source: Based on Jimenez (1986), table A4.8. 



Stand a chance of obtaining admissidh since a lim- 
ited number of scholarships are available on the 
basis of economic need and academic potential: 

Effects of the Policy Package 

How do the reforms outlined here complement 
each other.'* As the table in chapter 1 showed, 

• Charging tuition for higher education without 
reinvesting the revenue in education improves stu- 
dent selection and equity and encourages the en- 
rollment of more talented and motivated students. 
If governmeats spend this revenue neutrally on all 
income groups, equity is also furthered. 

• If the revenue from higher tuition is spent on 
education proportionally across all levels of 
schooling, these policy reforms increase the total 
amount of resources flowing to education but do 
not improve allocation across educational levels or 
efficiency within schools. 

• Spending this revenue on the lower levels of 
education^ particularly on primary education, 
y[elcls added positive effects. First, the total re- 
sources gojng to education increase if public ex- 
penditure on primary education mobilizes supple- 
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Ecx 14. Cdst-RiBcbvery Refdiihs Are Already 

Despite political obstacles, several countries have 
begun to reduce subsidies for secondary and higher 
education. 



Barbados 

Until 1983, graduate teachers in Barbados couid 
qualify for training in the teacher training college 
after one year's teaching and receive a full salary 
arid free tuition while doing so. Today, free tuition 
and full salary for trainee teachers are being re- 
placed by student loans. All trainees are expected to 
repay their loans out of the considerably higher 
earnings they will receive as qualified teachers. 



China 

China's government recently announced a grad- 
ual reductibri in educational grante and subsidies 
for university students. Those who havejthe means 
now required to pay their own way. Others will 
begin to pay a nominal fee arid some of their ex- 
penses. Academic performance will be an impdrtarit 
criterion in awarding scholarships to students in 
higher education (Washington Post, May 30, 
1985). 

These reforms closely follow earlier decisions by 
the Chinese gdvernriient to lift restrictions on the 
operation of private schools. Iri Beijirig arid provin- 
cial cities, private schools offer courses iri such di- 
verse subjects as tailoring, foreign languages, typ- 
ing, chicken raising, art, and drama. Typically, the 
fee collected from a class of about thirty students 
cari support a private teacher. Unlike their counter- 
parts iri the public school system^ graduates from 
private schools are riot guarariteed a job at the end 
of study. Yet "some parents prefer to send their 
children to a private school because, having paid 
their fees, the pupils observe better discipline" 
{Times, London^ January 3, 1983). 



for each primary school pupif. Under the proposed 
loan scheme, aririual repayments would amount to 
P'l'y.^^ P^^*^^"^ ^he additional income of univer- 
^^^ S^^^J^^^'^S-i^espite initial opposition from stu- 
dents, univereity enrollment held steady drice the 
loan scheme was instituted: The experiment was 
abandoned by a new^overnment, although the Na- 
tional Education Commission, recently recom- 
riierided reintroducing the student loan scheme. 
Ajsd, students will soon be charged for room and 
board. 



India 

Indians five-year plan for 1985-9() states, "The 
new approach to education will require substantial 
outlays . . . Mobilization of community resources 
. . . are essential together with accountability at 
the local level . . . The level of subsidies for sec- 
ondary arid higher educatiori courses will need to be 
considerably reduced" (Government of India 1984^ 
p. 26). 



Malawi 

Secdridary school fees in Malawi were increased 
^y_^0 P^^cerit in 1982 without significantly increas- 
t^5_^^^P°"^ government is considering 

fees for higher education, and further increases in 
secondary fees. 



iiiorocco 

In 1983, Morocco's goverririlerit annduriced that 
unLversity stipends (worth 880 dirhams [Dh] 
[US$125] 

__p^^^ month for the first two years arid 
Dh 1,400 [US$198] per month for the third) would 
be cut by half, except for students from very poor 
homes. Students iri teachers' education courses also 
had their presalaire of Dhl,030 (US$146) per 
month cut by half. 



Ghana 

In 1971, Ghana's gdverrimerit began to charge 
university students for room arid bdard. Thdse un- 
abJe to afford the fees coujd seek studerit Idaris. The 
subsidy provided to each university student that 
year was 3,000 cedis, compared with only 20 cedis 



Nigeria 

Nigeria's government recendy announced a re- 
duction in subsidies for student accommodation 
and board in universities (West Africa, September 
3, 1985). It has also begun to decentralize the fi- 
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nancing of education, in Ondo State, for example, 
tRe local government plans to charge higher fees at 
all levels of education. Primary schools would re- 
tain 20 percent of the funds collected and secondary 
schools, 50 f5ercehtj for their own use. Third-level 
institutions in Oridb would also be "free to charge 
levies according to their ileed to supplement the 
efforts of the government" {Daily Sketch, Miarch 
29, 1985). 

Sbtdnidh Islands 

During the October 1984 election campaign in 
the Solomon Islands, one political party advocated 
abolishing fees, bat many citizens countered that 
their concern was not free education but rather in- 
creased educational opportunity and quality. Ap- 
parentlyi some parents are prepared to bear a 
greater share oi total educational costs if their con- 



tribution can be clearly linked to the improvement 
of education. 



Tanzania 

In 1981^ only 3 percent of all age-eligible children 
in Tanzania had places in secondary schools, com- 
pared with 100 percent in primary school. The gov- 
ernment recently decided to expand secondary 
school places to absorb at least 1 5 percent of the 
primary school leavers (Government of Tanzania 
19_84). At the same time, the government has de- 
cided that in_ view of rising costs and budgetary 
constraints^ the "parents of pupils attending sec- 
ondary schools will now be required to contribute 
towards part of the cost of their children's educa- 
tion" (P^ 17). In 1985, annual fees vvere set at 
Shl,6O0 (about US$93) — about whit a clerk earns 
in two months. 



mentary private resources. Second, resource 
allocation across schooling levels improves if re- 
turns at the lower levels are higher. Third, equity 
improves if the additional primary school children 
to be enrolled come from lower-income groups 
than the average student at higher and secondary 
levei:^. 

_ • Introducing loans and selective scholarships 
for higher education adds benefits on almost all 
counts. Such loans mobilize additional resources 
for higher education and improve resource alloca- 
tion if resources flow to the courses of study with 
the highest returns. And together with selective 
scholarships^ they impxove student selection and 
equity by allowing talented students from poor 
families to compete for places in higher education. 

• Decenf-^lizing education and encouraging 
community and private schools mobilize additional 
resources for education from families and other 
local sources. Even more important, this policy in- 
creases efficiency in schools by increasing competi- 
tion among public schools and between private 
and public schools. 

Policy Implementation 

The policy package considered here can have sub- 
stantial beneficial effects in both the short run and 



Table 19 . Possible Phasing of Policy Reforms 

Phase 1 

• Reduce allowances for living expenses for higher edu- 
cation. 

• Introduce a low level of cost recovery in higher education 
with exemptions for low- income students. 

• Relax jegal restrictions on the operation of private 
schools. 



Phase 2 

• Restrict eligibility for allowances strictly to needy stu- 
dents. 

• Increase cost recovery in higher t'ducation and intro- 
duce cost recovery in secondary schools, with selective ex- 
enlptions arid grants to low-income students. 

• Introduce student loans with below-market interest 
rates, with grants arid special terms for low-income stu- 
dents, 

• Promote decentralization in the management and fi- 
nancing of public schools in federal systems. 



Phase 3 

• Make the operation of student loan schemes self-fi- 
nanced, while maintajn^ng grants to qUallfieH students 
from low-income families. 

• Encourage greater competition between public and 
EL^ivate. schools by channeling resources to them through 
students. . . 

• Promote deceritralizatibri in nonfederal systems, 
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the long run. But its iihplemehtatipri will not be 
easy^ at least in some countries, for tfiree main 
reasons. First, tfie suggested policies go against a 
lorig-estaBlished tradition of free education. Sec- 
ond, some of the policies rnay conflict: with a coun- 
try's political regime. Third, the ihstitutibrial limi- 
tations may complicate the administration of some 
of the proposed policies, such as launching a stu- 
dent loan scheme. 

Despite the apparent difficulty of some of these 
policy options, reforms of this style are already 
taking place. In countries such as China, India, and 
Tanzania, which have traditionally espoused cen- 
trally planned and heavily subsidized educational 
systems, the government has adopted, or is consid- 
ering, policy reforms in the spirit of the advocated 
options (box 14). These examples suggest that im- 
plementing the policy options discussed here is in- 
creasingly feasible arid realistic in a wide range of 
socioeconomic systems. 

To facilitate the political and especially the insti- 
tutional aspects of implementation^ the policy 
package could be phased, with top priority given 
to policy reforms with the lowest administrative 



and political costs; Although the exact phasing of 
the reforms will differ from country to country, 
table 19 illustrates one possible ordering. 

The sequence and timing of steps would vary 
from country to country. Moreover, in some coun- 
tries the entire jpackage of proposed policies is un- 
likely to be fully implemented. For example, full 
recovery of student loans is unlikely for several 
reasons: default, dropout, repetition, temporary 
unemployment, and unexpectedly low earrings of 
graduates. But even if recovery were drily partial, 
these policies would probably result in a significant 
iriiprovement over the present situation, in which 
students in higher education contribute little or 
nothing to the public cost of their educatiori. Mov- 
ing in the right directidri-^by beginnirig to reform 
the firiaricing of education — is better than continu- 
ing the existing situation in most countries. If the 
efficiency and equity gains from the policy reforms 
are large eridugh^ gdverrimerits can find ways to 
overcome political opposition and implement the 
package most appropriate to the country's condi- 
tions. 
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Need for Further 




THe findings presented in previous cfiapters are 
Based on a substantial body of research. Addi- 
tional analytical work is nevertheless needed to as- 
sess the potential eifectiveness and impact of the 
suggested policies in particular countries. 

Evidence that such analysis is already taking 
place is reflected in the new focus on cost-recovery 
issues in the education sector work of the World 
Bank. For example, a 1983 study in Burkina Faso 
concludes with recommendations for reducing sti- 
pends to postprimary students and calls for 
changes in the subsidy system for private schools. 
Another study covering nineteen Eastern African 
countries points out that "in virtually every coun- 
try surveyed it is possible to envisage mobilization 
of additional community, student and parents' fi- 
nancial resources for secondary schools . , . In 
most countries the cost of boarding could be 
shifted to students. . , , In other cases students 
could be asked to pay the full cost of textbooks 
[and] other expendable niaterials [used] in their 
studies'V (Wolff 1984, p. 23)^_Sector work on fi- 
nancing issues has also been completed for Malawi 
and Lesotho. In the latter, the Bank's report rec- 
ommends reforming the loan program for univer- 
sity students to improve cost recovery in higher 
education. In countries such as the €omoros is- 
lands, Kenya, Liberia, Malawi, Mali, Nigeria, Sen- 
egal, and Zambia, cost recovery and financing is- 
sues are a major topic of the Bank and the country 
in discussions of future lending programs. (Educa- 
tional financing was also the topic of two higher- 
level policy seminars that the Bank's Economic De- 
velopment Institute held in Africa in 1985.) 

In Asia, top^ the issue of finance has been an 
important subject of sector work. One study of 



equity in Indonesian education condudes that "an 
increase in fees at the secondary arid university 
levels . . . has the potential to improve equity by 
reducing subsidies to upper income students while 
also raising revenues" (Meesook 1984, p. 31). It 
further suggests that the private sector should be 
encouraged to provide educational services. The 
findings of more recent additional studies are Being 
used to prepare a project for developing private 
higher education in Indonesia. Similarly^ in 
Bangladesh, China, the Republic of Korea, Paki- 
stari^ and Solomon Islands, the financing of educa- 
tion is being studied. The China sector study, 
which recommends that the Chinese government 
consider the increased private fiharicirig and prbvi- 
sibri of education, provided grist for recent discus- 
sions among senior Chinese government officials 
on the future of Chinese education. In Korea, the 
Bank has recommended ericduragirig private post- 
primary education by easing quotas that restrict 
private school enrollment and lifting restrictions 
on fees. 

These examples illustrate the kind of analysis 
needed to devise cost-recovery policies that are ap- 
propriate to local conditions in each country. Ex- 
amination of the following quest/ons would be es- 
pecially helpful; 

• What are the major sources of inefficiency in 
the current system of providing and financing of 
education.'* 

• How socially equitable are the present financ- 
ing arrangements.'* 

• How can costs be recovered at each level of 
education.^ How willing arc parents and students 
to pay.^ What is the likely magnitude of the extra 
revenue.** 
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. J^°LW__^^_". ^l^^^"^^i^ financing arrangements 
improve efficienq^ and equity? 

For each cduntrY^the extent and causes of ineffi- 
ciency should be ideritifi-d. For example, if unit 
costs in public education are higher than those in 
private education, governments should find but 
why. The main cause could be a lack of accduht- 
ability and financial incentives, or it could be that 
teachers' remuneraticn is too high. If teachers are 
receiving visages above market levels, the way that 
salary policy affects the supply of funds for other 
pedagogical inputs could be addressed. 

The issue of who bears the cost and who Benefits 
from education should also be considered. This 
could be done by comparing the socidecdribmic 
profile of the general populatidri that pays taxes 
with the prbfile of those enrolled at different levels 
and in different types of education. Such back- 
ground analysis could help alter financing arrange- 
ments that are inefficient dr inequitable. 

Of cdurse, the possibilities for vbst recovery de- 
pend on each country's specific circumstances. In 
some countries, operating private schools might be 
unconstitutional or against hatidnal pdlicies; even 
so, such cdUntries should know how much this 
prohibition costs them in forgone revenues. In 
other countries, the amount of excess demand and 
users' willingness to pay for educatibnal services 
could be assessed. Analytical work of this kind 
cbuld show how arid to what degree alternative 
financing arrangements contribute to a series of 
socioeconomic indicators. Or the expected benefits 



of the policy package proposed iri this study couk 
be approximated for each country case as in ta 
blel. 

The role and impact of student loans iri jjarticu 
lar cduritries alsd rieed further cbrisideratiori. Ir 
some couritries, such as in Latin America, loar 
schemes are already quite widespread. Research ir 
those countries could focus, on ways to iriiprdve 
the perfdrniarice df the scheriies so that, defauli 
rates and collection costs are minimized. The im- 
pact of student loans on student selection could 
also be examined. In other countries, such as in 
Africa, loan schemes aire not cdmriidri. Iri such 
cduritries, studies are rieeded to evaluate the bene- 
fit arid feasibility of introducing loan schemes. The 
terms of repayment appropriate to each country's 
socioeconomic conditions should alsd be exam- 
ined. 

Further work is needed on the role of private 
schools in contributing to educational develop- 
ment in different country settings. One cdnceirrt is 
the question df how arid td what exterit the gov- 
erririierit should exercise control over private 
schools. Other issues include: Should the govern- 
ment encourage the expansion of private schools? 
How can this be accdmplished? What wduld be 
the iriipact of such exparision on social selectivity 
iri education? Is a voucher scheme desirable? Un- 
der such a scheme, would the efficiency of schools 
improve because of the anticipated increase iri 
cdmpetitidri between schdols? Would equity in the 
access to education be enhanced? 



42 



48 




49 



43 




Appendix Table 1. National Income^ Public Educational Expenditure^ 
and Population Growth, 1965-80 

( percent) 

Annual ^owth rate 

Ndttondt tncome EducdtTondt expenditure SchbbUdge pbpuTdttdn 



Region and country 1965-70 ^.'^lO-lS 1 975-80 1965-7 0 1970-7 5 1 975-80 1 965 - 70 1 970-75 1 975-80 
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5.5 


5.6 


6.0 


5.5 


1.0 


9.7 


3.4 


3.1 


2.4 


Honduras 


4.8 


2:2 


6:5 


7:0 


5:9 


4:1 


3:1 


3:8 


3:9 


Jamaica 


4.6 


2.8 


-4.2 


6.4 


13.5 


-1.1 


3.0 


3.5 


1.5 


Mexico 


8:0 


6:4 


6:4 


13.2 


16:7 


1:5 


3.9 


3:5 


2:8 


Panama 


7.6 


5.1 


5.5 


13.6 


5.8 


2.8 


3.2 


2.4 


2.6 


Paraguay 


4:2 


7:0 


10:4 


7.3 


-2.2 


8:8 


2:9 


3.0 


2:2 


Peru 


. 3.7 


4.7 


1.5 


-4.0 


5.3 


0.3 


3.3 


3.2 


2.2 


Trinidad and Tobago 


4:1 


1:8 


6:1 


9:0 


-4.0 


12.0 


2:1 


1:4 


-1:4 


Uruguay 


4.6 


1.4 


4.8 


4.0 


-9.9 


6.8 


1.0 


l.O 


0.5 


Venezuela 


6.2 


5.9 


3.4 


9:7 


8:0 


3.0 


4.7 


3:8 


2:8 



4B 
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Appendix Table 1 [contin ued) 



Annual growth rate 

Nar?o»d/ ineome Educational expenditure School-age population 

Region and country 196S-70 1970-73 197S-80 196S-70 1S7Q-75 1975-80 1965-70 1 970-7S 1975-80 
Europe, Middie East, 

and North Africa 7.5. 7.1 6:7 11.1 llj 9 4 2 7 2 9 vn 

Ale^"^ 7.8 5.5 6.7 24.4 5.5 7:8 3A 40 3 1 

p'-?^" 7.2 5.1 4.4 4.3 5.1 6.4 -0.4 S il 

7.6 7.0 1.8 3.7 12.0 6:1 3.2 2? 18 

^l^'' - 3.^ 13-5 - 2.8 17.8 3.2 26 27 

15.5 -5.2 9.0 16.6 2.2 -3.2 4.5 42 44 

i-"^ 4.2 12.3 10.1 3.0 3 4 T7 

Saud. Arabia 9.2 15.4 11.9 5.1 34.5 -1:3 3 7 47 50 

^P^.'" 1.9 15.1 5.6 6 4 1.3 i'2 10 

^y"?. 3.7 13.6 5.9 - 14.2 8.5 2.8 A.h 41 

K,^ 15-^ 3.2 7.1 4.0 2.2 rS 

Yemen Arab Rep.^ _ 12.2 7.4 - 28.9 37.4 1:4 3 3 4 4 

De^/e/oJ7e^f co««m« 5.0 3.4 2:9 7.8 6.8 3.5 0 7 0 3 01 

1-8 3.8 3.0 5.1 5.1 0.3 -0:5 -lA -IS 

rT^^ 5.5 3.9 3.4 13.3 5.6 2.6 1.6 02 -02 

4:5 3.9 3.3 14.3 8.5 5.8 0:9 1 8 1 7 

San 113 ii 4.7 6.1 0.6 M OA 

i^^l , J " 3 4.7 5.1 — 12.1 6:6 -1 1 -0 9 O A 

Netherlands 5.4 3.0 2.7 8.5 5.5 1.9 03 -01 

New Zealand 3.I 4.5 -0.4 7 1 8.7 -0.8 2 0 1 5 OD 

3.8 4.5 4.2 6.4 8.1 8.8 0.7 02 02 

Sweden 41 2 7 11 «7 11 ^3 ' 

United Kingdom I4 2.0 ['^ ' 6 9 -fs f'" "0I S"^ 

Germany, Fed. Rep, of 4.5 3.6 63 1 8 i j U ri -Sie 

— Not available. 

Note^- Growth rates of e^^^^^ and gnp are in consltant prices. Regional averages include countries with comoletedata for I'^yo «n 

Source: Unesco, StaV.<ticaI Yearbook, various issues, and World Bank data: «-ounmes wicn complete data tor i.-^yO-SO. 



Appendix Jable 2. Sfiare of Public Educarioiial Exj^end^^ the PuBlic Budget 



Region and country Year 
East Africa 

Botswana 1933 

Burundi 1981 

Comoros 1982 

Djibouti 1982 

Ethiopia 1982 

Kenya 1983 

Lesotho 1983 

Madagascar 1983 

Malawi 1983 

Mauritius 1983 

Rwanda 1983 

Seychelles 1982 

Somalia 1983 

SUdjin 198G 

Swaziland 1981 

Tanzania 15)^3 

Uganda 1983 

Zaire 1980 

Zambia 1982 



Total {recurrent and capiial) 

Percentage Percentage o f total 
of CNP public sfiending 



Recurrent only 



7.0 

3:0 

5.4 

3:9 

4.1 

4.8 

3.9 

2.3 

2.5 

4:0 

3.1 

9:0 

2.3 

4.6 

5.2 

5.8 

1.8 

5.6 



18.5 
15.6 
36.0 
12.1 
li.3 
15.3 



8.5 
10.3 
24.0 
21.1 
6.3 
9.1 
14.1 
15.3 



11.3 



Percentage 

of GUF 



5;8 
2.7 
5A 

3:1 

4.6 

3;7 

2.3 

2;3 

4,0 

3.0 

8.1 

2^0 

4.2 

4:2 

5.1 

1.3 

5.8 

5:6 



Percentage of current 
public spending 



23.4 
2i3.8 
40.6 

14.2 
17.6 



11.3 
12.6 
27.7 
19.4 

12.6 
23.0 



32.3 
14.0 
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Appendix Table 2 {continued) 



Totai {recurfenl arid capital) Recurrent only 

Percentage P^centage q/ total Percentage Percentage jijf current 

Re gion and count ry Yea r of cNC public spe nding o f cnp pub lic s p ending 



Zimbabwe 


1 QQ 1 






7 £. 




West A fried 












Benin 


1 QQH 







J . 1 


OP.O 


Burkina Faso 




J. 4. 


7^ Q 


% 7 
^.Z 


7 ^ "2 
ZO .J 




170 J 


^ 7 


17 7 


7 9 


71 7 


Central African Republic 


1 QQ't 






p.p 


7^ < 




1 

1 ~ / J 






7 7 


1 1 <^ 


L*ongo, r.K. or 


1 " t> 1 




..z 


< ^ 
J .P 


7c Q 
Z3 .0 


\^ULC U IVOIIC 


1 Q7<^ 
ly / y 


o .•t 


> .0 


P.J 


IQ 8 


Gabon 


1 QQh 

lyoK) 






7 7 
z.Z 




Gartlbia 




D.U 




4 1 




Ghana 


1 QQ 1 


7 4 








Guinea 


ly /y 






4 7 




LI Den a 


1 QQn 

J v'Ov 


O.J 


Z*t,J 


< 4 


77 n 
z/.u 


JVlall 








4 7 




N^ji 1 1 ri^ii n i Ji 
iVXaLil ILallla 


1 ^ Ou 






R n 


79 7 


Niger 


1 1 






0 . / 




Nigeria 




7 1 






1^7 

iP.Z 


Senegal 


1 yo 1 






4 7 




Sierra Leone 










14 < 


^ogo 


LyoD 


< Q 


7h« 


J .0 




hti^st Asia uttd Pacific 












China 








Z.^ 




Indonesia 


lyo X 


7 7 


y,j 






IvOlCa, IxCp. Oi 








J .0 




lyialaysia 


1 

1 7oZ 


7 C 

_ 'J* 








Papua New Guinea 


iy /y 


*t. / 


14-7 
l**.z 


4 




Philippines 


1 QO 

lyoA 


7 ri 
z.u 




^•P 




Singapore 




A A 




J.Z 


1 ri Q 
iU.o 


Solornon Islands 


1 CS7Q 




iU.o 


1 7 
J.Z 


1< ^ 
1 J .p 


1 naiiana 


1 QQ7 


J. 7 




"2 1 




bouw Asta 












Bangladesh 


1 QCS 

lyoD 


1 Q 


0.0 


1 4 
1 .4 


1 J.4 


Burma 


ly// 


1 ^ 


Iz.z 


l.p 


14.6 


Indi^ 




J.Z 








Alaldives 




U.6 




U.p 




Nepal 




Z.o 








Pakistan 


1 


Z.U 





1 .3 




Sri Lanka 




3.0 


7-4 
/.I 


^7 
z. / 


IX. 5 


huiih Atherica 












. uYid the Gufibbecifj 












Argentina 




7 C 
Z.J 




7 T 
Z.Z 


io.Z 


Da lull I Lab 


1 7 / o 


y.o- 


77 9 


8 7 


7^ 4 


Barbados 


lyoA 


J. / 


1 / .o 


H Q 

*T.O 


1 Q ri 
io.U 


DUllVla 


1 yoiCt 










Brazil 


1983 


3.2 


18.4 






Chile 


1982 


5.8 








Colombia 


1983 


3.0 


21.5 


2.9 


17 J 


Costa Rica _ 


1983 


6.0 




5.4 




Dominican Rep. 


1983 


2.1 


16.0 


2.0 


19.0 


Ecuador 


1980 


5.6 


33.3 


5.2 


36.0 


El Salvador 


1982 


3.7 


8.5 


3.6 


10.8 


Grenada 


1983 


3.3 




3.0 




Guatemala 


1983 


1.8 


12.4 


1.7 




Guyana 


1983 


9.7 


9.6 


8.4 


ii;6 


Hair: 


1983 


1.1 




1.1 


13.6 


Honduras 


1982 


4.3 


16.9 


4.0 


24.0 



{ Table continues on the following page. ) 



Appendix table 2 {coh tihued) 



Re gion and country 



Ydar 



Jamaica 1982 
Mexico 1983 
Nicaragua 1982 
Panama 1983 
Paraguay 1979 
Peru 1983 
St. Christopher and Nevis 1982 
St. Lucia 1982 
St. Vincent 1978 
Suriname 1983 
Trinidad and Tobago 1983 
Uruguay 
Venezuela 

Europe, Middte Easty 
_ and North Africa 
Afghanistan 
Algeria 
Cyprus 
Egypt 
Greece 

Iran, Islamic Rep. of 

Iraq 

Ireland 

Israel 

Jdrdan 

Kuwait 

Morocco 

Dman 

Portugal 

Saudi Arabia 

Spain 

Syria 

Tunisi^a 

Turkey _ 

United Arab Emirates 

Yemen Arab Jlep. 

Yerrieri, P.p.R. 

Yugoslavia 

Western industrial 
countries 

Australia 
Austria 
Belgiurr- 
Canada 
Denmark 
Finland 
France 
Germany, _ 

Federal Republic 1982 
Iceland 1975 
Italy 1979 
Japan 1982 
Luxembourg 1983 
Netherlands 1982 
New Zealand 1983 
Norway 1983 
Sweden 1983 
Switzerland 1982 



Total {rec urren t and capital) 

Percentage Percentage of total 
of GNP public spending 



Recurrent only 



Percentage 

of C.NP 



Percentage of current 
public spending 



2.7 
4:6 
5.5 
1:3 
3.3 
12:1 
8.1 
4:9 
7.0 
5:4 



4.6 
4:1 
5.0 
5:7 
6.4 
7:7 
5.2 
7:0 
8.5 
5.0 



10:3 
17.5 
12:4 
14.7 
18.6 



12:3 



12.2 
11. 1 
19.1 
14.1 



12:9 
12.5 
18.8 



6.8 
2.6 
3.8 
5.0 

3.2 

6.8 
4.9 

4.3 



4A 

4:4 
3.9 
6:0 
6.7 
4.8 
6.1 
7.2 
4.4 



19.8 

7^5 

17^7 
17:3 



16.3 



1 QQ 1 
1 70 1 


Z.J 


12.0 


2.3 


13:7 


1 QQ') 


O.J 


21.2 


6.2 


29.3 


1 OO 

lyoz 




6.4 




6:9 


1982 


4.5 




4.1 






7 Q 


1 1.9 


3.8 


13.4 


i QQ"! 




0.9 


— 


— 


1 Q7Q 


2.2 


8.4 


2.0 


_9.6 


i 007 




15:5 


— 


18.4 


1 QR7 








_8.5 


1 


/.J 


7.7 


6:4 


11.1 


1981 


/ . o 


O.O 


/.z 


_8.0 


1983 


5.8 


12.5 


5:2 


16.2 


1983 


3.7 


14.1 


3.5 


15.8 


1983 


7.5 


22.0 


5:4 


27.4 


1981 


2.3 


4.6 


1.9 


5.2 


1981 


4.7 




4 A 




1983 


4.7 


10.5 


3.5 


15.6 


1979 


2.6 


16.4 


2:3 


16.7 


1983 


5.9 


12.1 


3.2 


13.1 


1983 


4.5 




4 A 




1983 


3.4 




2.9 




1983 


1.9 


9.8 


1:7 


9:9 


1980 


6:6 


13.7 


4.9 


22.3 


1982 


7.4 




5.9 




1982 


4:3 




3.8 




1981 


5.9 


14.5 


5:4 


16.6 


1983 


6:0 


8.0 


5.3 


8.7 


1983 


6.2 




5:9 




1983 


8:0 




7.4 




1980 


6.9 


9.5 


6:i 


9:0 


1982 


5.9 


12.8 


5.4 


14.3 


1980 


5.1 




4:7 





10^7 
18:8 

14.3 

20.0 



48 



ERIC 



53 



Region and country 



United Kingdom 1982 5.5 11.9 5.2 12.0 

United States 1981 6.8 — — — 
Eastern European 

industrial countries 

Bulgaria 1983 6.6 — 5.8 — 

Czechoslovakia 1983 S\ — 4:9 — 
German 

Democratic Republic 1982 — 5.5 

Hungary 1983 5.8 6.6 5.2 8.2 

Poland 1983 — — - ^ 11^2 

Romania 1983 2.3 7.5 2.2 — 

Soviet Union 1983 6.6 10.2 5.6 — 

— Not available. 

Note: According to Ujiesco's 1984 Statistical Yearbook^ "Public expenditure on education includes, unless otherwise indicated, educa- 

tional expenditure at every level of administration according to the constitution of the States, i.e., central or federal government. State 
governments,^ provincial or regional authorit^^^^^ local authorities" (p. IV-1). 

Source: Uncsco^ Statistical Yearbook, 1985. 



Appendix Table 3 , Sh are of jPublic Educatibrial Expenditure in the Public Budget, 1965-80 



Region and coiintry 


1965 


1970 


1975 


19B0 


Region and country 


196S 


1970_ 


197J _ 


i98a 


Africa 










Nigeria 






16:5 


16:2 


Benin 


22.8 








Rwanda 


23 A 


26.6 


25.3 


21.6 


Burkina Faso 








19,8 


Seychelles 


17:8 


11:5 


9:5 


14:4 


Botswana 


11.3 


12.3 


13.9 


11.7 


Somalia 




7.6 


12.5 


8.7 


Burundi 








17.5 


Sudan 


15:8 


12:6 


14:8 


9:1 


Cameroon 


18.0 


19.6 


21.3 


20.3 


Swaziland 


15.7 


17.3 




14.1 


Central African Republic 






20.1 


19.9 


Senegal 


19:6 


21:3 






Chad 


17.1 








Sierra Leone 


17.0 


17.5 






Cbmorbs 








36.0 


Tanzania 


23:7 


16:0 


17.8 


10.7 


Congo, P.R. of 


16.8 


23.7 


18.2 


23.6 


Togo 


16.8 


19.0 


15.1 


19.4 


Cote d 'I voire 


21.2 


19.3 


19.0 


29.8 


Uganda 


12:3 


17:8 


17.0 


11.3 


Djibouti 








11.5 


Zaire 


16.0 








Ethiopia 


8.8 


19.4 


13.4 


9.3 


Zambia 


13:3 


10.9 


11.9 


7.6 


Kenya 


20.6 


17.6 


19,4 


18.1 


Zimbabwe 


18.2 






13.7 


Gabon 


20.4 


16.2 






South Asia, East Asia, and Pacific 








Gambia 




10.8 




9.7 


Bangladesh 






13.6 


8.2 


Ghana 


17.7 


19.6 


21.5 




Barm a 


14.7 


17.9 


15:3 


12:2 


Lesotho 


13.5 








India 


17.5 


10.7 


8.6 


10.0 


Liberia 


13.6 


9:5 


11.6 


24.3 


Indonesia 






13:1 


8:9 


Madagascar 






18.5 




Korea, Rep. of 


19.0 


21,4 


13.9 


23.7 


Malawi 


15,4 


13:2 


9.6 


12:9 


Malaysia 




17:7 


19:3 


16:4 


MjH 


28.7 






30.5 


Nepal 


8.2 


6.7 


11.5 


8.3 


Mauritania 




21.9 






Pakistan 


7.4 


4.2 


5:2 


5:0 


Mauritius 


11.9 


11.5 


9.6 


11.6 


Papua New Guinea 


14.4 


13.2 




14.2 


Niger 


11.3 


17.7 


18.7 


22.9 


Philippines 




24.4 


11.4 


10.3 



{Table continues on the following page.) 
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ABperidix_ Table 3 _ { continued) 



Hegtort and country 



/ 965 I9m I^Zi imL 



Singapore. 
Solbmori Islands 



16.0 



14.1 



18.0 



11.7 
11.7 



Sri Lanlca 


15.0 


13.6 


Thailand 


17.4 


17.3 


Latin America and the Caribbean 




Argeritiria 


23.4 


16.0 


Bahamas 


14.8 


19.4 


Barbados 





21.2 


Bolivia 


24.7 


28.4 


Brazil 


11.9 


10.6 


Chile 


15.1 


22.0 


Colombia 


13.9 


13.6 


Costa Rica 


33; 1 


31.8 


Dominican Republic 


13.5 


15.9 


Ecuador . 




23.2 


£1 Salvador 


21.9 


27.6 


Grenada 


16:0 


26.1 


Guatemala 


15.9 


17.5 


Guyana 


14.0 


13.2 


Haiti 






Honduras 


22:8 


18.4 


Jamaica 


16.4 




Mexico 


7:1 


8.5 


Nicaragua 


16.7 


18.1 


Panama 


27:2 


22.1 


Paraguay 




15.3 


Peru 


18:1 


18:8 


St. Christopher and Nevis 




9.7 


St. Lucia 







St; Vincent 
Suriname 

Trinid.id and Tobago 
Uruguay 
Venezaela 

Europe, Middle East, and North Africa 

Afghanist-^.n ii\ 

Algeria n'.g 31^6 



5.8 
17:9 
16.0 
26:1 
22.9 



8.6 

10.1 
21.0 

9.5 

20:9 



12.0 
16.4 
31.1 
14.3 
25.9 
22.2 
12.5 
15.7 



20.3 
16.0 
11.9 
13.1 
21.3 
12.8 
16.6 



14.1 



7.3 

10:6 
8.8 

20:6 

15:1 
22.9 
19:6 
25.3 

11.9 

14:3 
22.2 
16:0 
33.3 
17^1 

16.6 
14.0 
10.7 
15.0 
13.1 
16.7 
10.4 
19.0 
12.4 
15.2 
10.2 
16.8 

25.0 
9.5 
10.0 
14.7 

12.7 
_24.3 



Hegiofi atici country 

Cyprus 

Egypt 

Greece 

Iran, Islamic Rep: of 

Iraq 

Ireland 

Israel 

Jordan 

Lebanon 

Morocco 

Portugal 

Spain 

Syria 

Tunisia 

Turkey 

Yemen Arab Republic 

Yemen, P:D:R: 

Yugoslavia 

Developed countries 

Australia 

Austria 

Belgium 

Canada . 

De n mark 

Finland 

France 

Germany, Fed. Rep: of 

Italy 
Japan 

Netherlands 
New Zealand 
Norway 
Sweden 
Switzerland 
United Kingdom 
United States 



/965 


1970 


197S 


1980 


1 J . 1 


i"? A 

1 / .*T 








15:8 




9 4 




y.b 


o.'J 


10.1 


-8:2 


9.6 


14.1 


15.7 


22.9 




6.9 




14:9 


10:8 


10.8 


11.2 


13.9 


8.1 


7.6 


7.3 


9.2 


9.3 


7:7 


12.1 


14.6 


15.5 


21.6 






16.8 


14:3 


18.5 


8.6 


6.6 


11.2 




12.0 


15.2 


16:8 


16:4 


12.4 


9.4 


7.8 


8.1 


13.3 


23.2 


16:4 


16:4 


19.0 


15.7 




10.5 


5.1 




10:0 


15.1 


14.1 









— 23.3 24:4 32:5 



11.0 


16:0 


9.5 


15:1 


6.4 


8.1 


3.5 


8.0 


18.8 




22:2 


16.3 


18.5 


24.1 


17.8 


17.3 


22.8 


16.9 


15.2 


9.5 


22.5 




13.0 


11.2 


17.9 








10.3 


9.8 


10.6 


10.1 


18.4 


11.9 


9.4 


11:1 


22.7 


20.4 


22.4 


19.6 


20.5 








10.5 




17.1 


14.5 




15.5 


14.7 


16.3 


14.5 




13.4 


14.1 


20.4 


18.4 


19.4 


18.8 


13.4 


14.1 


14.3 


13.9 


19.5 


19.4 


18.1 





— Not available. 

No/e; Figures refer tu the tutaj of recurrent and capital public expenditure oh education. 
Source: Unesco, Statistical Yearbook, 1 974, 1 984; 
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Appendix Table 4. Share of Private Spending in Total National Expenditure oh Education^ 1970-80 
(percent) 



Region and country _ _ . 1 970-74 1975-80 



Africa 






Ghana 


49.2^ 


53.2^ 


Sierra Leone 


44.6^ 


47.7^ 


Sudan 


15.8 


13.7 


Tanzania 


29.9^ 


23.4^ 


Togo 


22.9 


— 


Zambia 


11. P 


— 


Zimbabwe 


54.5 


31.3 


Asia and Pacific 






Fiji 


41.2 


23.0 


India 


73.8 


64.2 


Kiribati 


15:8 


— 


Korean Rep. of 


88.1 


90.6 


Malaysia 


10:8 


— 


Papua New Guinea 


60.5 


— 


Sri Lanka 


— 


25.8 


Thailand 


71.2^ 


52.9^ 


Latin America and the Caribbean 






Honduras 


57.P 


51.6^ 


Panama 


55:0^ 


52:8^ 


Venezuela 


52.3^ 


52.8^ 


Europe y Middle East, and North Africa 






Cyprus 


22.2 


14.0 


Israel 


51:8 


20.2 


Jordan 


34.9 


34.8 


Libya 


30.7^ 




Malta 


50.9= 


58.7^ 


OECEt countries 






Australia 


11.6 


5.1 


Belgium 


_2:2 


1:9 


Greece 


37.4 


26.2 


Japan 


61:2^ 


56:7^ 


Spain 


52.7 


51.6 


United Kingdom 


25.0 


21.6 


United States 


21.6 


20.5 



-"Not available^ _ _ 

Not€:_ Total nationaj_expenditure is_cp_mbined public and 4iriva Figures are within period averages, 

a. Figures include expenditure on recreation, cntertainrnent, and educational and cultunl services. 
Source: United Nations, Yearbook of National Accounts Statistics, 1981. 



Appendix TaBle 5. Enrollinent in Private Schools as Percentage oiF Total Enrollment, 
By Country and Level, 1965-79 



Pri mary 



Secondary 



Region and country _ 

Asia 

Bangladesh 

Indonesia 

Korea, Rep. of 

Philippines 

Singapore 

Sri Laiika 

Thailand 

^^st Africa 

Botswana 

Burundi 

Djibouti 

Ethiopia 

Kenya 

Lesotho 

Madagascar 

Malawi 
Mauritius 

Seychelles 

Sudan 

Swaziland 

Tanzania 

Rwanda 

Zaire 

Zambia 

Zimbabwe 

West Africa 

Eerin 

Cameroon^ 

Central African Rep. 

Chad _ 

Cote d'lvpire 

Equatorial Guinea 

Gabon 

Gambia 

Liberia 

Mali 

Mauritania 

Niger 

Nigeria 

Senegal 

S»erra Leone 

Togo 

Burkina Faso 

Europe, Middie East] and North Africa 

Algeria 

Gyprns 

Egypt 

Iran, Islamic Rep. of 

Iraq 

Jordan 

Libya 

Morocco 

Saudi Arabia 

Syria 

Turkey 

Yemen Arab Rep. 





I 07/1 


2 y/j 


7979 




1965 




1970 


1975 


i9/ 


— 




8 









9 




12 





13 


12 







60 


47 


1 




1 


1 


48 




45 




4 


— 


5 




66 





38 




40 


— 


35 





3 




1 










6 




9 









13 





11 


8 


50 






11 


4 


5 


5 


2 


10 


59 


30 


27 


96 


94 


92 


100 


30 


36 


22 







23 


13 


9 










25 


28 


25 


18 


15 





~ 




4 




1 




29 


42 


49 


60 


96 


100 


100 


100 


100 


89 


89 


90 


27 


20 


23 




66 


70 


49 




77 


11 


10 


10 


5 


13 


13 


13 





— 


— 















91 


8 


3 




18 


4 




2 


4 


2 




45 




13 


3 


80 


76 


80 


80 


4 








7 


2 


4 


0.4 




24 


29 


41 


— 














21 




91 











57 











27 


24 





4 




2 


— 


— 







83 








66 


40 


33 


5 


4 


54 


56 


18 


4 




54 


43 


36 


73 


66 


57 


48 


— 











2 




2 




12 


8 


10 


5 


7 


7 


6 





28 


22 


19 


16 




25 


28 


30 






24 






3 


3 




53 





45 




43 


39 


32 


44 


— '. 


31 


16 


16 


54 


46 


46 


34 


25 


34 


35 


36 


48 


38 


43 


44 


8 


6 


4 


_ 4 


10 


11 


11 




34 


29 


28 


25 


77 








g 


6 


5 


5 


2 


22 


14 


16 


76 


38 


26 








41 




1.3 


12 


12 


12 


22 




25 


33 








78 








87 




40 


34 


29 


25 


55 


39 


16 


10 


34 


— 


7 




38 


36 


43 


54 


2 


2 


1 


0.2 


7 


0.5 


1 


1 


1 








11 




13 




13 




5 


5 


41 


22 


22 


14 


8 




8 




26 




17 




-2 




1 




24 








28 




30 


8 


13 




7 


5 


3 


0:5 


2 




7 


0.4 


0 


0.6 


6 


5 


5 


3 


14 


10 


8 


6 


6 




3 




4 




2 




10 




5 




37 




6 




1 












2 








1 








3 
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Primary 



Setof^'dary 



Region and country 


J 965 


1970 


J 975 


J 979 


J 965 


1970 


J 975 


197i 


______ 

Latin America and Caribbean 


















Argentina 


14 


— 


17 


— 


41 




A -C 

45 




Barbados 




— 


9 




26 




21 




Bolivia 


26 




9 


—— 


26 




24 




Brazil 


1 1 




1 ^ 




ao 
Hy 









Chile 


27 




18 




J 0 
Jo 








Colombia 


1? 




15 




58 




38 




Costa Rica 


A 




A 








k 
0 




Dominican Rep. 


7 




12 












tcuador 


1 Q 
1 O 




I /. 




3q 








El Salvador 




— 


6 


— 


47 


— 


47 




^ 1- 

Guatemala 


19 




14 




-C A 




/i3 
4a 




Haiti 


26 




^? 




43 




/o 




Honduras 


/ 




a 








1 




Jamaica 







c 










/o 





Mexico 


9 




6 




29 




25 




Nicaragua 


16 




15 




44 








Panama 


5 




5 




17 




14 




Paraguay 


10 




13 




24 




37 




Peru 


14 




13 




24 




17 




Suriname 






65 




57 




52 




Trinidad and Tobago 










41 








Uruguay 


10 




17 




17 








Venezuela 


13 




11 




23 




18 





— Not available. — 

Sources: World Bank (1980a), Tan (1985), and other World Bank data. 
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Appendix Table 6. Aiiocaddh of Public Recurrent Expenditure on Education bv Level, 1965-80 



Region and level o f education 


196S 


1970 


. 197S 


1930 


K/jst A frira 










jTi irriary 




68.8 




53.2 




56.5 


56.1 


oeconaary 


25.2 


32.2 


26.0 


22.4 


Higher . _ 


6.1 


14.6 


17.5 


21.5 


W^bcf Afrirn 










Pri m ii m/ 

JTI III] dry 


54.3 




50.7 


44.4 


AGS 


Secondary 


30.2 


30.0 


30.6 


30.5 


Higher _ _ 


15.4 


19.3 


24.9 


22.6 


P^Kt A^i/i nn/i ^nrii r 


.... . 


.._ . 


- - - 




jTiirnary 


67.3 


57.4 


54.4 


46.3 


Secondary 


23.5 


27.2 


29.5 


35.1 


Higher _ 


9.2 


15.4 


16.1 


18.5 


^niitPi A ci/i 








Primary 


50.6 




44.8 


- - - 
46.4 




43.7 


Secondary 


26.7 


36.7 


34.2 


34.4 


Higher 


22.7 


18.5 


19.4 


21.9 












Primary 




J /.*♦■ 


C 1 "7 

51.7 




50.9 


Secondary 


23.3 


26.7 


25.0 


25.6 


Higher 


14.3 


15.9 


23.4 


23.5 


Europe, Middle East, and NorW Africa 










Primary 


60.4 


48.7 


45.8 


45.8 


Secondary 


29.1 


33.0 


32.4 


32.5 


Higher 


10.4 


18.3 


21.8 


21.7 


Developed countries 










Primary 


44.7 


39;7 


38.0 


36.6 


Secondary 


41.4 


41.8 


42.7 


44.3 


Higher 


13.9 


18.6 


19.4 


19.1 



No/e: Within each region and fqr each year. _t^^^ figures may not exactly add up to 100 percent because of rounding errors" 
Source: Unesco, Statistical Yearbook, various issues. 
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Appendix Table 7, Cost Recovery by Educadonal Level, aroand 1980 



User fees as percentage of unit 
public toil 



Region and countty 


Primary 


Secondary 


Higher 


East Africa 








Botswana 


0 


2:7 


0 


Burundi 


0 


g.3 


14.8 


Kenya 


4:6 


43:7 


0 


Lesotho 


9.0 


41A 


5.0 


Malawi 


37:0 


38:0 


1.0 


Mauritius 


0 


0 


0 


Somalia 


d 


d 


d 


Sudan 




_:_ 


0 


Swaziland 


7:0 


26:3 


— 


Tanzania 


0 


0 


0 


Uganda 


27:0 


24:3 


— 


Zambia 


3.0 


11.6 


— 


Zimbabwe 


b 


5.0 


— 


W<sst Africa 








Burkina Faso 




d_ 


d 


Central African Republic 


2.5 


2.7 


— 


Guinea 


0 


0 


0 


Mauritania 


0 


0 


0 


Nigeria 


30.0 


39.0 


12.4 


Sierrc Leone 


1.5 


20.3 


— 


Togo 


13.0 


5.0 


— 


Asia 








India 


2.0 


18.5 


29.1 


Indonesia 


0 


8.0 


13.0 


Korea 


3.7 


41.2 


23.4 


Malaysia 


5.0 


5.0 


5.8 


Pakistan 


1.2 


1.8 


2.1 


Philippines 


— 


— 


3.7 


Thailand 


Q 


12.5 


6.9 


Sblbmbri Islands 


0 


25.0 


0 


Turkey _ 


0 


0 


15.0 


Yemen Arab Rep. 


d 


d 


— 


Latin America and the Caribbean 








Bolivia 


0:8 


0:4 


1:0 


Brazil 






5.0 


Chile 


1:6 


0:9 


25:0 


Colombia 






3.4 


Costa Rica 


0:3 


0:5 


8:0 


Dominican Republic 


0 


0 


1.0 


Ecuador 


d 


0 


2.0 


Guatemala 






10.0 


Haiti 


6:8 


3:4 




Honduras 


0 


9.6 


10.0 


Mexico 






0:a-JO 


Paraguay 


4.1 


2.0 


0.7 


Uruguay 


0.5 


0:4 


5:0 



—Not available. 

Sources: East Africa calculated from Wolff (1984); West Africa and Asia calculated from Ainswdrth (1984), Jimeneit ( forthcoming). 
World Bank (1985a), and Tilak and Varghese (1985); Latin America and the Caribbean calculated from Schiefelbein (1985), except tor 
Colombia, from Comer. (1984), and Bolivia and Haiti, from Ainsworth (1984). 
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Apt^ridi| Tabic 8. Yearly Student Allowances and Average Wages, Higher Education, Selected West 
Afnc an Count ries, 1982 



Country 



DisctpUne 



Amount 
(U.S. doUars) 



Altoivances as 
percentage of unit 
public cost 



Allowances as 
PPZcentage of 
average value 
added per 
worker in 



Allowances as 
percentage of 
piibiic sector 
salary 



industry Servtces Starting Average 



Estimated 

private 
expenses as 
percentage o f 
ailojvances^ 



Benin 



Eurkina Faso 
Cameroon 



Cote d 'I voire 
Niger 

Senegal 



Law arid social science 
Science 

Arts arid letters 

Medicine 

All 

Law and social science 
Science 

Arts and letters 

Medicine 

All 

Ail 

_AI1 



480 
819 
733 
1,313 
1,408 
1,058 
1,342 
993 
1,872 
2,128 
1,567 
557 



51.2. 

40.7 
44.4 
53.8 
53.7 
59.5 
48.4 
41.3 
25.1 
54.6 
65.2 
38.8 



40:9 


40.0 


47.0 


35.5 


32.6 


69.8 


68.3 


80.1 


60:5 




62.5 


61.1 


71.7 


54.1 




111.9 


109.4 


128.4 


97:0 








70.8^ 


62.5 


43.2 








32:1 


19.8 








44.4 










32:9 










62.0 










23:6^ 


59.5^ 






73.7<= 


42.9^ 





24.3 



14.2 



-Not availaye. 



avJrag1croSfd3to"'°": ""^^ °' ^"'^ "'^"^^ ^^'^ ^"^ Can^eroon. figures are 

b. As percentage of starting teachers. 

c. As percentage^f aver^ salary of an assistant {lowest ranking faculty) of the University of Abidian 
a. Expenses are for the University of A_bidjan. _ ^ 

f percentage of primary schp_oJ_teach_ers\average salary. 

f. As percentage of secondary school teachers' average .salary: 

Wee; Eicher q?8_4). Perrot (1984a and b), Cuenin (1984), Rasera (1984), Adade (1984) for all 
data for value added and wage figUics. 



owances and expenses figures; World Bank 



Appendix Table 9. Share of Direct Payments to Students in the Education Budget by Level 
around 1980 ' 

(percent) 



Education leve l 



Region and country 



Primary Secondary Higher 



East Africa 

Botswana 

Burundi 

Gomoros 

Ethiopia 

Lesotho 



^ascar 
Mauritius 
Rwanda 
Zambia 
Zimbabwe 
West Africa 
Burkina Faso 
Congo, P. Rep. of 

Mali 

Mauritania 
Senegal 

Togo _ _ 

East Asia and Pacific 
Korea, Rep. of 
Malaysia 



0.7 
0.1 

5.7 

0.2 

2:3 



0.5 



4.2 



0.6 
4.0 



1.2 
28.5 
24.0 
3.2 
0.5 
4.5 
0.7 

17.8 
11:5 

30.2 
14.0 
37:8 
30.3 
12:9 
7.0 

2.3 
7.6 



25.7 
40.2 
93.3 



27.7 
18.6 
6.0 

72.6 
65.4 
77.8 
62.1 

49.9 

3.6 
12.3 
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CQntmued) 



Education level 



Region and country 


Primary 


Secondary 


Higher 


_. . . 
Singapore 


1.0 


1.7 


0.1 


Thailand 


4.9 


4:6 


6:2 


South Asia 








Bangladesh 


45.4 


5:2 


9.0 


Nepal 


— 


— 


8.0 


Latin America and the Caribbean 








Argeritiiia 


— 




0.6 


Bolivia 


— _ 




2.7 


Chile 


10.5 


0.4 


2.5 


Costa Rica 


— _ 


8:6 


— 


Dbmiriican Rep. 


1.6 


3.0 


— 


Grenada 


i.6 


— .. 


— _ 


GUyarra 


— 


1.0 


28.3 


Haiti 


3.i 


3.7 


4.2 


Honduras 


0.0 


4.1 


1.8 


Jamaica 


5.2 


2.0 


1.8 


Mexico 


0.1 


0.0 


0.0 


Nicaragua 




1.7 


_ 


St: Lucia 


0.1 


13.3 


100.0 


Trinidad and Tobago 


S.7 


9.8 


.T— 


Uruguav 


5:3 


0.3 


29.9 


Venezuela 


(§.7 


6.1 


19.2 


Europe^ Middle East, and North Africa 








Afghanistan 


2.0 


3.8 


6.2 


Algeria 


0:3 


9.4 


46.3 


Cyprus 


0.8 


2.9 


22.7 


Ireland 


5:0 


6.0 


6.9 


Israel 


0.5 


0.5 


1.6 


Jordan 


— 


— 


32.4 


Kuwait 


5.0 


6.1 


12.7 


Morocco 


0:7 


3:8 


51.5 


Portugal 


2.6 


4.8 


13.4 


Syria 


— 


0:3 


— 


Tunisia 


1.1 


2.6 


— 


Turkey 


2:4 


3:7 


6.5 


Yugoslavia 


— 


— 


9.5 


Western industrial countries 








Austria 


0.2 


l.g 


16.2 


Belginin 


0:0 


o.b 


2:4 


Canada 






12.0 


Denmark 


4:5 


3:7 


7:0 


Finland 


18.1 


18.8 


18.0 


France __ _ 


6:2 


15:9 


8:6 


Germany, Fed. Repi. of 




4.8 


16.3 


Japan 


9:4 


4:3 


0.5 


Luxembourg 


0.0 


0.0 


47.0 


Netherlands 


0.2 


4.0 


9:0 


New Zealand 


4.2 


4.0 


16.8 


Norway 


5.2 


3.4 


0:4 


Switzerland 






4.5 


United Kingdom 


9.7 


6.4 


32:5 



"—Not avaiiabie.: . __ 

_No/c; Figures refer to all forms of financial aid given directly to students, such as boarding, meals, transport, and medical services. They 
do. not include implicit subsidies as a result of free tuition. 
Source: Unesco, Statistical Yearbook^ 1984. 
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Appendix Table 10. Annual Expenaiture per jPrimary School Pupil, 1970 and 1980, 
for Developing Countries 

iconstam 19S0 US, dollars) 



Ail recurrem 
expefiditure 



histfucttdyial 
matertah 



Reghfi and country 



J970_ 



1980 



Sub'Saharan A frica 

Bbtswaha 59 

Burkina Faso 

Burundi _ 

Central African Repubiic — 

Cote d'lvbire I4I 

Ethiopia 

Gambia 

Ghana 220 

Gumea-Bissali 

Kenya 52 

Madagascar 

Malawi 29 

Mali __ 

Mauritania 242 

Mauritius 90 

Nigeria . 

Rwanda 25 

Sudan 88 

Swazilar^d . 

Tanzajiia 52 

Uganda 7^7 

Zambia 78 

Zimbabwe 84 
Middle East and North Africa 

Algeria 

Iran, Islamic Rep. of 218 

Kuwait 1,890 

Morocco 132 

Syrian Arab Rep. 93 

Tunisia — 
East Asia 



Hong Kong 

Korea, Rep. of 

Philippines 

Singapore 

Hiaiiand 

South Asia 

Afghanistan 

Bangladesh 

Burma 

India 



145 
16^ 
79 
59 
172 
43 

12 

4b 
11 



107 
65 
50 
70 

226 
28 

_83 

112 

59 
33 
12 

J9 

180 
68 
26 

109 
66 
28 

393 
75 

118 

191 
460 
1,811 
164 
113 
175 

195 
373 
181 

39 
389 

82 

24 
7 
7 

_ 24 



1980 



0.26 

0:20 
0.49 
5^20 

3:66 
5.63 
1:41 

0.53 
0.53 
2:63 



0.97 

4.97 
4.47 

1.96 

0:47 

0.57 

1O5.G0 
0.98 
2.29 
9.29 

2.14 
4.85 
1.45 
0.11 

3.78 

3.15 



All recurrent 
ex pen dim re 



Region and country 



1970 



1980 



Nepal 

Pakistan 

Sri Lanka 

i^^^i^jAnierica 

Argentina 

Bolivia 

Chile _ 

Costa Rica 

Dominican Republic 

Ecuador 

El Salvador 

Guatemala 

Guyana 

Hain 

Honduras 

Jamaica 

Mexico 

Nicaragua 

Panama 

Peru 

Suriname 

Trinidad and Tobago 

Uruguay 

Venezuela 

Industrial Countries 

Australia 

Austria 

Belgjuni 

Canada 

Denmark 

Finland 

France 

Germany, Fed. Rep. of 

Italy 

Japan 

taxembourg 

New Zealand 

Norway 

Spain 

Sweden 

Switzerland 

United States 



15 

35 

248 
111 

200 
48 
74 
73 
85 
65 

76 
.90 
114 

91 
159 
78 

284 

363 

1,536 
1,052 

1,125 
2,267 
1,770 

964 

737 

660 

728 

809 
_ 658 
2,077 
26 
4,437 
1,814 
1,354 



12 
18 



488 
120 
340 
359 
44 
84 
87 
66 
85 
16 
88 
159 
214 
60 
201 
152 
452 
478 
309 
178 



1,942 
2,267 
2,642 
4,846 
2,560 
1,090 
1,019 
906 
1,431 
3,729 
1,240 
5,381 
67 
6,913 
3,888 
2,181 



Instructiotrai 
YnateriaU 



1980 



0.91 



38.60 

20.43 
0.71 

0^67 

0.33 
5.12 
0.38 
2.30 
3^51 

1.33 

2.61 
_1.37 
32.56 

7:66 
15.81 

1.78 



42.74 
2.2- 
264.22 
232.62 
145.98 
2.18 

4.53 
93.07 
37.29 
69.45 
22,5.02 

lf'5.93 
136.08 
54 55 



— J^ot available. 

^ J^efers to annual expenditure for instructional material excluding teacher salaries 
Source: Unc^co, Statistical Yearbook, 19H3: 
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Appendix Table jj. Repetition and Survival Rates in Primary Schoolingy Latest Year Available 



Region arid couutry 
■ 


... 
/ ercentiige 
repe^ttng 
last grade 


/ et'ci^Yitjcige 
i UTvivitig- 
to Wit grade 


Regiou and couutry 


Percentage 
rtf/uaiing 
last grade 


Percentage 
survivifig 
to last grade 


East A frica 


11.4 


70.5 


Latin Arnerica 






Botswana 


0.6 


79.8 


and the Caribbean 


.6.1 


61.2 


Burundi 


52.7 


94.3 


Brazil 


18.2 


36.4 


Kenya 


12.7 


68.5 


Gosta Rica 


2.2 


74.9 


Lesotho 


11.5 


44.0 


Ecuadbr 


5.0 


61.6 


Malawi 


13.0 


33.1 


El Salvador 


3.3 


11.7 


Rwanda 


8.8 


62.8 


Grenada 


5.4 


83.6 


Seychelles 


0.0 


97.7 


Guatemala 


2.3 


38.4 


Swaziland 


12.4 


72.8 


Guyana 


6.0 


84.2 


Tanzania 


0.0 


79.7 


Haiti 


7.5 


45.4 


Uganda 


12.3 


57.6 


Jamaica 


7.6 


79.5 


Zambia - 


i;4 


84.6 


Mexico 


1.3 


65.6 


West Africa 


32.1 


70.2 


Nicaragua 


3.5 


26.8 


Benin _ 


16:7 


63:0 


Panama 


3.4 


72.8 


Burkina Faso 


41.4 


74.9 


Paraguay 


2.8 


48.0 


Cameroon 


40:5 


67.0 


Peru 


7.6 


70.2 


Central African Rep. 


44.1 


52.6 


Sufiharhe 


22.5 


68.8 


6ongQ,_P;R;.of 


23.4 


74.2 


Trinidad and Tobago 


1.7 


77.8 


Cote d 'I voire 


46.8 


88.9 


Uruguay 


6.7 


88.1 


Gabon 


21:4 


58:8 


Venezuela. 


2.8 


67.5 


Gambia 


38.2 


92.3 


Europe] Middle East, 






Ghana 


1.0 


74.7 


_ and North A frica 


13.3 


79.9 


Mali 


32.0 


60.7 


Afghanistan 


10.0 


59.5 


Mauritania 


30:0 


79:5 


Algeria 


18.7 


76.5 


Nijer 


36.0 


66.8 


Egypt 


3.7 


64.3 


Senegal 
Togo 


35.9 


85:9 


Greece 


0.1 


93.0 


42.5 


42.9 


Iraq 


8:5 


87.2 


Asia 


9:1 


56:9 


Jordan 


7.4 


97.0 


Bangladesh 


8.0^ 


20.4^ 


Morocco 


49:2= 


79.9 


Diiuian 


14.3 


24. 0 


Oman 


14.3 


^0 i 


Burma 


14.1^ 


32.P 


Saudi Arabia 


6:3 


79.4 


India 


13:9^ 


38:0^ 


Syria 


7.8 


86.5 


Ihdbhesia 


1.7 


68.1 


Tunisia _ 


25:0 


78.0 


Malaysia 




97:2 


yn|t?4 Arab Emirates 


9.1 


97.0 


Philippines 


1.5 


71.5 


Developed countries 


8:5 


91:1 


Singapore 


iO:i 


90:0 


Belgium 


21.4^ 


75.0 


Sblbmbh Islands 


9.9 


76.7 


France 


10:6 


::^4:6 


Sri Lanka 


8:2 


90:8 


Italy 


1.1 


99.8 




Netherlands 


l.ii 


95:0 



Not available 

a. Figure is for fifth grade instead of sixth: 

Source: Unesco, Evolution of Wastage in Primary Education in the World between 1970 and ]?! .Paris: L vji^rrin ol Statis:i-:j on 
Education, Office of Statistics, October 1984). 
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Appendix table 12. Primary School Ehrbllnieht^ gnp Per Capita, and Mean Test Scores 
of Ten- to Fburteen-Y ear-Olds in Sel ected Countr ies 



Country 



Gross 

primary school 
enroiimBnt ratio 

1971 



1971 CJVP 

per capiia 

(1971 U.S. dollars) 



Mean test scoria 

Reading 
Science compreh ension 



India 

Uganda 

Botswana 

Bolivia 

Thailand 

Egypt 

Paraguay 

EI Salvador 

Colombia 

Iran 

Brazil 

Peru 

Mexico 

Chile_: 

Hungary 

Argentina 

Italy 

Scodand 

England 

New Zealand 

Finland _ 

Netherlands 

Australia 

French Belgium 

Flemish Belgiuni 

Germany, Fed. Rep: of 

Sweden 

United States 



6^ 

oo 


1 in 


on £. 
40. P_ 


5.2 


4Q 




4j .4^ 




"TO 


1 icn 


i n Za 




71 

/.X 




Z4.0 






ziu 


4P'Z 




7(1 

_ /.si 


zzo 






1 07 


ZoU 


44-P 




71 


3ZO 


ZU.o 




1 1 u 


o /u 


44«y 




7^ 






"7 O 

7.0 


71 








127 




^ilQ 




107 


700 


26.4 




109 


_ 760 


20.8 


14.1 


99 


1,200 


38.9 




105 


1,230 


28.8 




106 


1,860 


28.1 


27.9 


100 


2,130 


40.9 




112 


2,430 


.^2.9 




112 


2,430 


31.7 




104 


2,470 


34.8 




120 


2,550 


31.0 




102 


2,620 


2^.9 


25.2 


105 


2,870 


35:6 




100 


2,960 


26.7 




100 


2,960 


31.9 




127 


3,210 


34.6 




98 


4,240 


32.7 




110 


5,160 


32.8 


27.3 



— Not available. 

a. Refers to score on mathematics test. 
^Sources: ^Fowience scores, Heynemari and Loxley (1983)^ all tests were designed by the International Association for the Evaluatidn of 
Education al Achievement (lEA). For reading comprehension scores, Thorndike (1973). 
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ppendix Table 13, Percentage Sh-^re of Educational Subsidies by Tricome Group 



Incom e ^roup 



- . Poorest Middle Upper 

Country (sq utcb)- _ Year of data Subsidy 40 percent 40 percent 20 percent 



Colombia 1974 Primary 59 36 6 

(Seldwsky 1979) Secondary 39 46 16 

University 6 35 60 

: All levels 40 39 21 

Malaysia 1974 i?rimary 50 40 - 9 

(Meerman 1979) Secondary. 38 43 18 

Poscsecondary 10 38 51 

All levels 41 41 18 



Mi44h__ upper 
40 percent 30 percent 30 percent 



Indonesia 1978 Pnmary 51 27 22 

(Meesook 1984) Junior secondary 45 21 33 

Senior secondary 22 23 55 

University 7 10 83 

All levels 46 25 29 

Poorest Middle Upper 

30 percent 30 percent 40 percent 



Chile 1983 Pre^rimary 50 35 15 

(Castaneda 1984) Primary 53 29 18 

^'^i^oindary 37 35 28 

University 15 24 61 

All levels 39 29 32 



\ ■ All rows rotal 100 percent except for rounding. 
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Appendix Table 14 ^DistnBuri6n of Enrollment and Popuiation by Socioecondmic Status, around 19 8D 

Percentage of enroiiment Percentage 

— : : of total 

- — - - Region arid soctoecohomTc status* Primary Secondary Higher population^ 



Angiophone Africa (6) 



Farmers 


74 


36 


39 


76 


Manual workers and traders 


IS 


2? 


21 


18 


White-collar 


8 


35 


40 


6 


francophone Africa (4) 








Farmers 


61 


36 


39 


76 


Manual workers arid traders 


26 


27 


21 


18 


w n I ce-coi i a r 




37 


40 


6 












Pa rm PTQ 








58 


Manual workers arid traders 


34 


43 


38 


32 


White-collar 


i3 


32 


43 


10 


taiin America (6) 










Farrners 


31 


12 


le 


36 


Manna! workers arid traders 


52 


54 


45 


49 


WhJte-cpJJar 


17 


34 


45 


15 


Middle East and North Africa (4) 








Farmers 


39 


15 


22 


42 


Manual workers arid traders 


49 


57 


31 


48 


White-collar 


12 


28 


47 


IQ 


OECb (13) 








Farmers 


12 


11 


11 


12 


Manual workers and traders 


53 


45 


32 


53 


White-collar 


35 


44 


57 


35 



^' of countries jn each re^i^^^^^ by the figure in parentheses. 

Tl'e total population figures refer to the population of parents with school-age children; 
Source: Mingat and Tan {1986a), 
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Appendix Table 15. Price and Iricbme Elasticities of Demand for Education: Micro Estimates 



Ehsticity 





Area and year of data 


Behavior variable 


. income^ 


?rtce^ 


eolombia (1967-68) 


Total Spending- on ^education 


1.045 


\ 




Share of household budget on 


0.334 






- edocation 








Actual expehditiiris arid pre- 


1.343 


-0.67 




dieted expenditure. 






El Salvadbr (1980) 


Total spending on education 






Santa Ana 


0.967 


1 


Sorisbhate 




0.023 


i 


Mali (1982) 


Enrollment ratio. 




-0.98 


Malawi (1983) 


Household erirbllrrieht ratib 




-0.03 


Malaysia (1976) 


Proportion of children going to 








schbbl 








6—1 1 years 


\j.Qy7 


—0.039 


Pakistan (1978-79) 


12-18 years 


0.318 


-0.012 


Proportion of children going to 


O;01-0,i5 






schbbl 






Philippines 


Years of completed schooling 






1968 


First estimate 


0.111 


- 0.05 


1968 


Second estimate 


0;lii 


-0,008 


1975 


Erirbllrrieht rates 




-0.625 


Taiwan (1950-69) 


Number of people taking col- 


0.303 


1.763 




lege eritrarice exanunatibri'^ 






Tanzania (1981) 


Total spending on education 


0.03 





i Inelastic, 

— _ _Not available. 



..Hote: Results for eolombia^ El Salvador, Malawi, Mali, arid Phi!ii3piries, 1975, are based on household-level analysts; in the other 

countries, they are based on IndlviduM-level arialysis _ __ 

a. The income riicasure for Cblbriibia, Malawi, iind^Tanzariia is father's income; for EI Salvador, household permanent income; for Mali 
and MalaysiarJ^busehbrd iricbme; for Pakistan arid Taiwan, household income per capita; for Philippines, 1968, father's wage; and for 
Philippines, 1975, laridbwnership. 

P_"^<^ forJ^olo"ihia, Ej Salvador, and Malawi the cgst_burden oLeducatjng the number of chijdcen of school age, at the 

current fee structurf.-^nd private costs; for Mali, rh_eamoU-nt to.pprents* association; for Malaysia and Philippines, 1975, distance 

to A^hool; for Philip^>ines, 19p,_first estimatev mean wage for children apecJ 7 _j4; for ^l.jlippirrs, 1?68, second estimate, mean wage for 
children aged 15-1 9; Jor Taj wan vave^^^ tuition and fees. 

c. Study differs. from the rest because it uses n _ 

Sources: Jimenez (forthcoming) except for Philippines, 1968, second estimate (King urid 1 illard I ^83) and for Malaysia (de Tray 1984). 
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